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LETTER OF TRANSMITTAL
November 28, 2006

To the Honorable Mayor, members of the City Council, and the Citizens
of the City of Provo:

State law and local ordinance require that all general-purpose local
governments publish within six months of the close of each fiscal year a
complete set of financial statements presented in conformity with
Generally Accepted Accounting Principles (GAAP) and audited in
accordance with generally accepted auditing standards by a firm of
licensed certified public accountants. In conformance with that
requirement, we issue the Comprehensive Annual Financial Report
(CAFR) of the City of Provo for the fiscal year ended June 30, 2006.

This report consists of management’s representations concerning the
finances of the City of Provo. Management assumes full responsibility for
the completeness and reliability of all of the information presented in this
report. In order to provide a reasonable basis for making these
representations, management of the City of Provo has established an
internal control framework that is designed to ensure that the assets of the
government are protected from loss, theft or misuse and to ensure that
adequate accounting data is compiled to allow for the preparation of
financial statements in conformity with generally accepted accounting
principles.  The internal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The
concept of reasonable assurance recognizes: (1) the cost of a control
should not exceed the benefits likely to be derived, and (2) the valuation of -
costs and benefits requires estimates and judgments by management. As a
recipient of federal, state, and local financial assistance, the City is also
responsible for ensuring that an adequate internal control structure is in
place to ensure and document compliance with applicable laws and
regulations related to the appropriate programs. This internal control |
structure is subject to periodic evaluation by management.

Hansen, Bradshaw, Malmrose & Erickson, P.C., a firm of licensed
certified public accountants selected by the Municipal Council, has
audited the City of Provo’s financial statements. The goal of the
independent audit is to provide reasonable assurance that the financial
statements of the City of Provo for the fiscal year ended June 30, 2006,
were free of material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the
overall financial statement presentation. Hansen, Bradshaw, Malmrose &
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Erickson, P.C., concluded, based upon the audit, that there is reasonable
basis for rendering an unqualified opinion that the City of Provo’s
financial statements for the fiscal year ended June 30, 2006, were fairly
presented in conformity with GAAP. The independent auditors’ report is
presented as the first component of the financial section of this report.

The independent audit of the City of Provo’s financial statements was part
of a broader, federally mandated Single Audit Act of 1997 and the U.S.
Office of Management and Budget’s Circular A-133, Audits of State and
Local Governments. Information related to this single audit, including a
schedule of federal financial assistance, the independent auditor's report
on internal controls and compliance with applicable laws and regulations,
and a schedule of findings, are available in the City of Provo’s separately
issued Single Audit Report.

The CAFR is presented in three sections: introductory, financial and
statistical. '

PROFILE OF THE GOVERNMENT

The City of Provo, incorporated in 1851, is located in a metropolitan area
that has a dynamic and diverse economy. The government is empowered
to levy a property tax on both real and personal property located within its
boundaries.

The City of Provo currently operates under the mayor-council form of
government. Legislative authority is vested in the Municipal Council,
which consists of seven members. The legislative branch is responsible,
among other things, for passing ordinances, adopting the budget, and
approving appointment of committee members. The Mayor is responsible
for establishing and implementing City policies, carrying out the
ordinances of the Municipal Council, and overseeing the day-to-day
operations of the government. The Council and Mayor are elected on a
non-partisan basis. Five of the Council members are elected from within
their respective districts. The Mayor and the two remaining members are
elected at large. All elected officials serve staggered four-year terms with
four, then three, Council members elected every two years.

The City of Provo provides a full range of services that include public
safety, streets, recreational and cultural events, community development
and general administrative services. The City of Provo also operates
energy, water, wastewater, sanitation, telecommunications, municipal golf
course, and storm drain utilities. A general aviation airport is also part of
the City of Provo. Component units, legally separate entities for which the
nature and significance of their relationship with the City of Provo, are
such that exclusion would cause the City of Provo’s financial statements
to be misleading or incomplete. Blended component units are included as
part of the primary government. Accordingly, Provo City Redevelopment
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Agency and the Provo Foundation are reported as special revenue funds;
the Municipal Building Authority of Provo City as a debt service fund;
and the Provo City Stormwater Service District as an enterprise fund.

The City of Provo maintains extensive budgetary controls. The objective
of these controls is to ensure compliance with legal provisions embodied
in the annual appropriated budget adopted by the Provo Municipal
Council. For the 2006 fiscal year, activities of the general fund, special
revenue funds, debt service funds, and capital project funds are included in
the annual appropriated budget. The state law was revised during 2003
mandating that a budget be presented and adopted for all funds for the
fiscal years beginning after January 1, 2004.

The level of budgetary control, i.e., the level where expenditures cannot
legally exceed the appropriated amount, is maintained at the departmental -
level for the General Fund and at the fund level for all other funds. The

City of Provo also maintains an encumbrance accounting system as one
method of maintaining budgetary control. Outstanding encumbrances at
year-end are evaluated and, if deemed necessary by the City of Provo’s
management, are carried forward as part of the following year’s budget.

As demonstrated by the statements included in the financial section of the
report, the City of Provo continues to meet its responsibility for sound
financial management.

The Management’s Discussion and Analysis (MD&A) section of this
report offers a more detailed discussion about the economic condition of
the City, fund balance analysis and other management goals and
achievements.

ECONOMIC CONDITION

The City has a diverse manufacturing and industrial base. Major
industries include retail business, light manufacturing, software
development, and a university community. This diversity stabilizes the
unemployment rate and offers a broad range of employment opportunities.

Currently the national economy is strong. The local economy is strong
and growing as reflected by the City’s sales and use tax which exceeded
budget by $1.7 million resulting in a 13% increase. With the forecasted
growth rate of four to five percent in the local economy by the State
budget office, it is likely the City will continue to see increases in sales tax
revenues in the next fiscal year. Sales tax revenues received during the
first quarter of the new fiscal year support this forecast. Other major
revenue sources, such as property tax and franchise taxes, showed
moderate increases in comparison to previous years. The City enterprise
funds reflected an increase in sales and expenses due to growth, weather




~ conditions, and overall increased démand as reflected in the overall
economy. - -

~ The governmental funds revenﬁes, for fiscal year ending June 30, 2006,
- were $62,206,508 (See page 36). - Tax revenue made up 58 percent of the
~ total. Tax revenue consists of property, vehicle, sales, and franchise taxes.

Intergovernmental revenues accounted for an additional 14 percent of the

total. The remaining 28 percent is composed of charges for services,
licenses and permits, fines and forfeitures, investment earnings, loan
repayments and miscellaneous revenues.

The most significant cost increase for the City was in the area of personnel
expenses and benefits, and general liability insurance claims. A change in
insurance plans for employees helped to control expenses without
impacting benefits. As a result of legal claims paid during the fiscal year,
all City departments will receive a higher insurance charge to replenish the
- reserves in the Insurance and Claims Fund.

The City is proactively facing the challenge of reducing expenditures.
These efforts include (1) a review of vehicle types and usage to help
reduce fuel consumption and number of vehicles, and (2) an increased use
of technology to raise productivity and offer convenience to citizens. Each
department in the City has been asked to continually look for ways to
control expenditures while simultaneously maintaining efficiency and
productivity in the services offered.

While striving to control expenditures, the City is committed to
maintaining infrastructure and delivering services at sufficient levels.
The City will also continue to work on a variety of economic development
projects with the intent of creating jobs and stimulating the economic
growth and stability of the City. '

. LONG-TERM FINANCIAL PLANNING

In an efiort to improve the City’s financial position for the current and

future years, the following adjustment has been made.

The City maintains a 5-Year Capital Project/Budget Plan. This plan is
updated each year and allows the City to make projections into the future
regarding the infrastructure and other long term capital projects that need
to be initiated or completed. This plan helps to prioritize projects,
estimate costs, and determine the most advantageous way to fund projects.

MAJOR INITIATIVES

The 2006 Fiscal Year marked the near completion of Phase III of the
Telecom project—the full citywide deployment of a fiber to the home
- (FTTH) network. The Telecom Department substantially completed the
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construction of the fiber distribution while aggresswely connectmg
individual businesses and residences.

Additional staff was hired to support the full-time operation and
maintenance needs of the network including a fully functional network
operations center (NOC), which provides 24x7 technical support for the
network.

Retail services were delivered to customers by two new service
providers—Veracity Communications and MSTARmetro. The City,
along with its retail partners, was actively involved in adding new
subscribers to the network as the build-out continued. By the end of the
fiscal year approximately 6,500 customers were receiving Telecom
services over the iProvo fiber network.

The City started construction of a much needed Provo Center for the Arts
with construction to be completed in April 2007. The Center will attract
diverse audiences and become a nucleus for the visual, theatre, and
performing arts in the heart of Utah County where all ages can enjoy the
arts.

The City began the remodel of Fire Station #1 to accommodate the Fire
Department and Community Development. Community Development
plans to move its offices to a portion of the old Fire Station #1 to provide
more space and better accessibility to the public. Construction is expected
to be complete in December 2006. Once Community Development
relocates to its new location, the old Community Development location
will be remodeled for Council offices to provide more space for the City
Council.

In November of 2005, the City residents approved a General Obligation
Road Bond to provide $5.8 million for construction, reconstruction and
rehabilitation of roads within the City, including overlays and other road
improvements. The new bonds did not increase taxes; the funding was
generated by extending the terms of repayment on an existing road bond
passed in 1995. In February 2006, the bonds were issued and construction
began in June 2006.

FINANCIAL INFORMATION, MANAGEMENT AND CONTROL
Pension and Other Post-Employment Benefits

The City of Provo participates in the Utah Retirement System (URS). The
system is governed by the respective sections of Chapter 49 of the Utah
State Code Annotated 1953. The URS administers the following separate
retirement systems in which the City of Provo participates: the Local
Governmental Contributory Retirement System, the Local Governmental




Noncontributory Retirement System, the Public Safety Retirement
System, and the Firefighters Retirement System.

The City of Provo also provides post-retirement health care and life
insurance benefits, in accordance with City of Provo policy, to all
employees who retire from the City of Provo upon completing the
requirements for the retirement plan participated in as stated above.

Cash Management

The City of Provo Treasurer focuses on safety, liquidity and yield of
~ investments. The highest priority of cash management and investments is
to ensure adequate funds are available to meet the City of Provo’s
obligations and that all investments are in safe instruments. Yield, while
important, is considered in third priority after safety and liquidity. The
City of Provo utilizes "sweep accounts" with its bank to ensure bank
deposited funds earn interest rather than remain in non-interest bearing
checking accounts. The City of Provo invests almost all operating cash in
the State Investment Pool operated by the State of Utah for the benefit of
Utah local governments. The state pool invests in accordance with the
‘Utah Money Management Act. Bond proceeds, debt service monies, debt
service reserves, etc. are invested according to the bond covenants of each
issue.

Risk Managemelit _

The City of Provo is exposed to a variety of accidental losses and has
established a risk management strategy that attempts to minimize losses
and the carrying cost of insurance. Risk control techniques have been
established to reasonably assure that the City of Provo's employees are
aware of their responsibilities regarding loss exposures related to their
duties. In a similar manner, risk control techniques have been established
to reduce possible losses to property owned or under the control of the
- City of Provo. Furthermore, supervisory personnel are held responsible
for monitoring risk control techniques on an operational basis.

The primary technique used for risk financing is the purchase of insurance
- policies from commercial insurers that include a large deductible amount.
The use of a large deductible clause reduces the cost of the insurance.
However, should losses occur, the portion of the uninsured loss is not
expected to be significant with respect to the financial position of the City
of Provo. '

The City of Provo is actively involved in funding a self-insured retention
(SIR) account to pay for any deductibles associated with insurance claims.

The City of Provo's policy is to maintain a minimum SIR balance of
$750,000.
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AWARDS AND AKNOWLEDGEMENTS

The Government Finance Officers Association (GFOA) of the United
States and Canada awarded a Certificate of Achievement for Excellence in
Financial Reporting to Provo City Corporation for its CAFR for the fiscal
year ended June 30, 2005, The Certificate of Achievement is a prestigious
national award and recognizes conformance with the highest standards for
preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit
must publish an easily readable and efficiently organized Comprehensive
Annual Financial Report, with contents conforming to program standards.
Such CAFR must satisfy both Generally Accepted Accounting Principles
and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The
City has received a Certificate of Achievement for the last several years.
We believe our current report continues to meet the Certificate of
Achievement Program's requirements, and is being submitted to GFOA to
determine its eligibility for another certificate.

The preparation of the Comprehensive Annual Financial Report on a
timely basis could not have been accomplished without the efforts and
dedication of the staff of the City of Provo, Department of Finance. I
would like to express my appreciation to my staff and other personnel
from various departments, agencies, and authorities who assisted in its
preparation.

| Also, I would like to thank the Mayor and the Municipal Council for their

interest and support in planning and conducting the financial operations of
the City of Provo in a dedicated and responsible manner.

Respectfully submitted,

£

John D. Borget
Director of Finance
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Certificate of
Achievement
for Excellence
in Financial
Reporting

_ Presented to ‘
Provo City Corporation,
Utah

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2005
A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement

systems whose comprehensive annual financial

reports (CAFRs) achieve the highest

standards in government accounting
and financial reporting.

President

By

Executive Director
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ELECTED AND STAFF POSITIONS

MAYOR

Lewis K. Billings

MUNICIPAL COUNCIL
George O. Stewart, 2006 Council Chair
Cindy L Richards, 2006 Vice Chair Cynthia R. Dayton.

Barbara Sandstrom Cynthia J. Clark
Steve Turley Midge Johnson

EXecutive Director — Terry Ann Harward

EXECUTIVE STAFF
Wayne Parker Chief Administrative Officer
Raylene Ireland Director of Community and Government Relations

STATUTORY/OTHER POSITIONS

Paul Glauser Redevelopment Agency
David B. Croff Budget Officer /City Treasurer
LaNice Groesbeck City Recorder

14




DEPARTMENT/OFFICE DIRECTORS

Craig Geslison
Coy Porter

John D. Borget
Dr. Robert Ridge
Robert West

Eric J. Mausser
Gary McGinn
Nick R. Jones
Scott Peppler
Roger L. Thomas
Gene Nelson
Kevin Garlick
Merril L. Bingham

Leland A. Gamette

Police Department

Fire Department

Department of Finanée

Department of Information Services
Office of Legal Services

Office of Personnel Services
Department of Community Development
Department of Engineering
Department of Public Services
Department of Parks and Recreation
Department of Library Services
Depértment of Energy |
Department of Water Resources

Department of Economic Development
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E. Lynn Hansen, CPA
Clarke R. Bradshaw, CPA
Gary E. Malmrose, CPA
Edwin L. Erickson, CPA
Michael L. Smith, CPA

Jason L. Tanner, CPA
Robert D. Wood, CPA

Members of the
American Institute
of Certified Public
Accountants

Members of the
Private Company
Practice Section

Hansen, Bradshaw, Malmrose & Erickson
A Professional Corporation
CERTIFIED PUBLIC ACCOUNTANTS

559 West 500 South
Bountiful, Utah 84010
801-296-0200
Fax 801-296-1218

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Honorable Members of the City Council and Mayor
Provo City Corporation, Utah

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining
fund information of Provo City Corporation, Utah (the City), as of and for the year
ended June 30, 2006, which collectively comprise the City’s basic financial
statements as listed in the table of contents. These financial statements are the
responsibility of the City’s management. Our responsibility is to express opinions
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the basic financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the basic financial statements. An audit
also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall basic financial statement
presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund
information of Provo City Corporation, Utah, as of June 30, 2006, and the respective
changes in financial position and cash flows, where applicable, thereof and the
respective budgetary comparison for the general fund and the major special revenue
fund for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated November 3, 2006, on our consideration of the City’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.
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The Management’s Discussion and Analysis on pages 19-29, is supplementary
information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and
presentation of the supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the City’s basic financial statements. The
introductory section, combining and individual nonmajor fund financial statements,
budgetary comparison information, and statistical tables are presented for purposes
of additional analysis and are not a required part of the basic financial statements.
The combining and individual nonmajor fund financial statements and budgetary
comparison information have been subjected to the auditing procedures applied in
-the audit of the basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statements taken as a whole. The
introductory section and statistical tables have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on them. '

Hansen, Bradetoss: Mlelmse § Eniloon pe,

November 3, 2006
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MANAGEMENT”S DISCUSSION AND ANALYSIS

As management of the Provo City Corporation (the “City”), we offer readers of the City’s
financial statements this narrative overview and analysis of the financial activities for the
year ended June 30, 2006. The Management’s Discussion and Analysis (MD&A) is
designed to provide an overview of the City’s financial activity. It is also intended to
assist the reader in focusing on significant financial issues including identifying changes
in the City’s financial position (its ability to address the next and subsequent years
challenges), identifying any material deviations from the approved budget, and
identifying individual fund issues or concerns. Please read the MD&A in conjunction
with the Transmittal Letter and the City’s financial statements.

HIGHLIGHTS
Financial Highlights

The City’s net assets increased by $24,477,208. The governmental net assets increased by
$18,223,441 and the business-type net assets by $6,253,767.

At the close of the current fiscal year, the assets of the City exceeded its liabilities by
$470,547,500. Of this amount, $80,469,261 (unrestricted net assets) may be used to meet
the government’s ongoing obligations to citizens and creditors.

As of the close of the current fiscal year, the City’s governmental funds (reflected on a
current financial resource basis) reported combined ending fund balances of $40,815,198,
an increase of $9,675,576 in comparison with the prior year. The major increase in the
ending fund balance was due to the road bond proceeds. |

The General Fund (the primary operating fund), also reflected on a current financial
resource basis, reported an increase of $1,976,875 in fund balance. This change is due to
a substantial increase in sales tax and also because of the proficient management of
operating expenses.

- At the end of the current fiscal year, unreserved fund balance for the general fund was

$9,429,075, (or 25 percent) of total general fund budgeted revenue.
USING THIS ANNUAL REPORT

The financial statements focus on both the City as a whole in the government-wide
statements, and on the major individual funds in the fund financial statements. (An
explanation of major and nonmajor funds can be found in the note 1 of the financial
statements of this report). Both perspectives allow the user to address relevant questions,
broaden a basis for comparison (year-to-year or government-to-government) and enhance
the City’s accountability.
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Government-Wide Financial Statements

There are two basic statements in the government-wide financial statements: the
statement of net assets and the statement of activities. These statements report
information about the City as a whole using accounting methods similar to the full
accrual method used by private sector companies. These statements also provide both
long-term and short-term information about the overall financial status of the City.

The statement of net assets presents information on all assets and liabilities of the City.
The difference between the two is reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of
the City is improving or deteriorating.

The statement of activities presents information showing how the net assets of the
government changed during the most recent fiscal year. All changes in net assets are
reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of the related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods.

These changes are presented separately for each of the government’s functional activities,
(e.g., general government, public safety, and public works).

The government-wide financial statements are divided into two categories: governmental
activities and business-type activities. Most of the basic services of the City are included
in the governmental activities. This category includes services such as the police, fire, -
streets, parks divisions and general administration. Sales and use taxes, property taxes,
and state and federal grants finance most of these activities. The business-type activities
are similar to private sector type operations where the City charges fees to customers to
cover all or most of the cost of the services provided. These services include the City’s
water, wastewater, airport, telecommunications, sanitation, storm drain, golf course and
electric operations. Because internal service funds predominantly benefit governmental
rather than business-type functions, they have been included within governmental
activities in the government-wide financial statements.

Fund Financial Statements

‘The fund financial statements provide more detailed information about the City’s most
significant funds, not the City as a whole. A fund is a grouping of related accounts that is
used to maintain control over resources that have been segregated for specific activities
or objectives. Some funds are required by State law or by bond covenants, while other
funds are established by the City Council to manage money for a particular purpose. All
of the funds of the City can be divided into two categories: governmental funds and
proprietary funds. -

There are two basic financial statements presented for governmental JSunds: the balance
sheet and the statement of revenues, expenditures, and changes in fund balances. There is
also a statement of revenues, expenditures, and changes in Jfund balances — budget to
actual for the general fund and the special revenue funds. Governmental funds are used
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to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, the governmental fund financial
statements focus on near-term inflows and outflows of spendable resources as well as
balances of spendable resources available at the end of the fiscal year. To facilitate the -
comparison between governmental funds and governmental activities, both the balance
sheet and the statement of revenues, expenditures, and changes in fund balances provide
a reconciliation to the government-wide statements.

There are three basic financial statements for proprietary funds: the statement of net
assets; the statement of revenues, expenses, and changes in net assets; and the statement
of cash flows. The City maintains two types of proprietary funds: enterprise funds and
internal service funds.

Enterprise funds are used to report the same functions presented as business-typé
activities in the government-wide financial statements. However, they provide more
detail and additional information, such as a statement of cash flows.

Internal Service Funds are used to report activities that result in the accumulation and
allocation of costs of supplies and services provided and used internally among the City’s
various functions. The City uses internal service funds to account for employee benefits,
insurance and claims, vehicle management and facility services. As mentioned above,

- internal service funds are included in the governmental activities in the government-wide

statements.

The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 47-89 of this report.

Other information

In addition to the basic financial statements and accompanying notes, this report also

presents supplementary information. Supplementary information, including the

combining statements referred to earlier in connection with nonmajor governmental funds
and internal service funds, can be found on pages 91-130 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following analysis examines the factors that affect the net assets (Table 1) and the
changes in net assets (Table 2) of both the governmental and the business-type activities.

Net Assets

By far the largest portion of the City’s total assets (78 percent) reflect its investment in
capital assets (e.g., infrastructure, land, building, machinery and equipment). The City
uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. The net asset section shows the amount the City has
invested in capital assets, less any related outstanding debt used to acquire those assets. It
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should be noted thét since the capital assets themselves cannot be used to liquidate these
liabilities, the resources needed to repay this debt must be provided from other sources.

Table 1 - Net Assets

Governmental Business-type
Activities Activities Total
2006 2005 2006 2005 2006 2005

Current assets $69,481,747 $55,416,200 $49,086,775 $56,239,867 $118,568,522 $111,656,067
Capital assets 266,528,893 240,757,385 210,316,134 207,342,505 476,845,027 448,099,890
Other assets 16,577,624 15,016,750 5,280,881 5,870,287 21,858,505 20,887,037

Total assets 352,588,264 311,190,335 264,683,790 269,452,659 617,272,054 580,642,994
Current liabilities 24,834,533 21,597,220 16,834,778 13,249,558 41,669,311 34,846,778
Long-term liabilities 34,586,190 27,567,001 70,469,053 74,605,280 105,055,243 102,172,281

Total liabilities 59,420,723 49,164,221 87,303,831 87,854,838 146,724,554 137,019,059
Net assets: :
Invested in capital assets,

net of related debt 231,767,983 213,424,245 137,068,059 131,250,750 368,836,042 344,674,995

Restricted 7,847,758 6,047,508 13,394,439 28,217,337 21,242,197 34,264,845
Unrestricted 53,551,800 42,554,361 26,917,461 22,129,734 80,469,261 64,684,095

Total net assets $293,167,541 $262,026,114 $177,379,959 $181,597,821 $470,547,500 $443,623,935

At the end of the current fiscal year, the City is able to report positive balances in all
three categories of net assets, (Invested in capital assets, net of related debt, Restricted
and Unrestricted) both for the government as a whole and for its separate governmental

and business-type activities.

Changes in Net Assets

Governmental Activities
As shown below in Table 2 — Changes in Net Assets,
governmental activities increased the City’s net assets by

$18,223,441. The primary elements of this change are as
follows.

In the governmental activities, sales and use taxes are the
single greatest source of revenue for the City. In the
current fiscal year, about one-fourth (24 percent) of the
City’s revenues from governmental activities came from
sales and use tax.

22

Revenues by Source-
Governmental Activities

Sales Tax
Cap. Grants 23.5%

13.0%

Property Tax
17.1%

Other Taxes
1.8%




Another 17.1 percent of the City’s revenues is derived from property taxes. Revenue
from property taxes increased $163,722 during the 2006 fiscal year. Th1s is aresult of a
small amount of residential and commercial growth in the City.

Table 2 - Changes in Net Assets

Governmental . Business-type .
Activities . Activities . Total
Revenues g "
2006 2005 2006 2005 2006 2005
Progam revenues:
Charges for services $7,073,262 $6,707,594 $64,336,352 $60,824,907 $71,409,614 $67,532,501
Operating grants and
contributions 8,649,734 9,465,500 2,541,995 0 11,191,729 11,452,634
Capital grants and
contributions 5,724,746 4,340,299 1,635,990 © 1,987,134 7,360,736 6,327,433
General revenues:
Property taxes 11,391,076 11,227,354 0 0 11,391,076 11,227,354
Other taxes 24,488,047 21,753,296 0 0 24,488,047 21,753,296
Other 9,159,159 7,182,960 6,981,418 6,073,251 16,140,577 13,256,211
Total revenues 66,486,024 60,677,003 75,495,755 68,885,292 141,981,779 129,562,295
Expenses: '
- General government 12,864,069 12,812,803 0 0 12,864,069 12,812,803
Public safety 20,805,782 19,656,764 0 0 20,805,782 19,656,764
- Public services 6,236,947 6,500,531 0 0 6,236,947 6,500,531
Community revitalization 3,428,129 5,088,706 0 0 3,428,129 5,088,706
Culture and recreation 9,954,557 9,495,980 0 ] 9,954,557 9,495,980
" Interest on long-term debt 1,437,818 1,504,963 0 0 1,437,818 1,504,963
Golf course 0 0 1,160,726 1,085,625 1,160,726 1,085,625
Water 0 0 5,591,839 5,589,083 5,591,839 5,589,083
Sewer 0 0 4,085,814 4,217,370 4,085,814 4,217,370
Energy 0 0 43,113,489 41,452,688 43,113,489 41,452,688
Airport 0 0 1,133,052 1,010,936 1,133,052 1,010,936
Sanitation 0 0 2,601,563 2,655,833 2,601,563 2,655,833
" Storm drain 0 0 1,545,929 1,442,114 1,545,929 1,442,114
Telecommunications 0 0 3,544,857 3,310,102 3,544,857 3,310,102
Total expenses 54,727,302 55,059,747 62,777,269 60,763,751 117,504,571 115,823,498
Increase in net assets before
transfers 11,758,722 5,617,256 12,718,486 8,121,541 24,477,208 13,738,797
Transfers 6,464,719 (20,909,557) (6,464,719) 20,909,557 0 0
Change in net assets 18,223,441 (15,292,301) 6,253,767 29,031,098 24,477,208 13,738,797
Net assets beginning
As originally stated 262,026,114 277,189,071 181,597,821 120,028,041 443,623,935 397,217,112
Prior period adjustment 12,917,986 129,344 (10,471,629) 32,538,682 2,446,357 32,668,026
Net assets beginning, restated 274,944,100 277,318,415 171,126,192 152,566,723 446,070,292 429,885,138
Net assets ending $293,167,541 $262,026,114 $177,379,959 $181,597,821 $470,547,500 $443,623,935
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From the prior fiscal year, the revenue from sales and use taxes increased by $1,956,838,

or twelve (12) percent. The increase is the result of the overall strengthemng of the
national and local economies.

The General Government category includes expenditures for the following departments;
City Council, Mayor’s Office, Community Development, Economic Development,
Human Resource, Finance, Legal, Information Systems and Non-departmental.»

The Public Services category includes Road Projects, Engineering and Streets. The
Public Safety category includes Police, Fire, and Emergency Response. The Community
- Revitalization category includes all fund expenditures in the Commercial Rehabilitation,
Rental Rehabilitation, Community Development Block Grant, Housing Rehabilitation,
Tax Increment, Housing Consortium and the Provo Business Development Fund.

As reported on the statement of activities in the government-wide statements, net cost of
services provided by governmental activities totaled $33,279,560.

_ _ Public Safety, which includes fire and
Expenses & Revenues - Governmental police, reports program expenses of
Activities D Bpenses $20,805,782, while program revenues
25000000 M Revenues were $3,779,420. The result is a net
o cost of services for Public Safety
totaling $17,026,362.
20,000,000
The net amount of revenue and
15.000.000 expenses from Public Safety is 51% of
10,000,000 -—_l
5,000,000 1 ‘ ‘
I 1 O Revenues by Sources-
0 -;ﬁ:m Public Safety .Pu::: “.c::.::un:lzn :uu'llnd ::uon Business-type Activities

the total net cost of services provided by the City

for governmental activities. Capitalnvestment Impact ecs Other

. Grants & 26% 20% 43%
Net transfers between the governmental activities Cont.

to the business-type activities totaled $6,464,719. 2%

Charges for
Services
88.3%
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Business-type Activities

Business-type activities increased the City’s net assets by $6,253,767. The primary

elements of this change are as follows.

For the business-type activities, program and general revenues were $12,718,476 greater

than expenses (before operating transfers).

For business-type activities, 94 percent of the revenue came from charges for services.

The Energy Department generates 73 percent of the Program Revenues (before operating

transfers) for business-type activities.

In the Energy Department, industrial and
commercial sales showed slight increases over
the previous fiscal year, residential sales
showed a 5% increase over the previous fiscal
year. Non operating revenue increased 16%
from the previous fiscal year.

In the Telecom Department, the infrastructure
is now complete. The City and retail partners
are actively promoting the network to Provo
City residents.

In the Sanitation Department, the City’s blue
can recycling program continues to grow. It
increased 10%. There are currently 2,572
customers.

FINANCIAL ANALYSIS OF THE
GOVERNMENT’S FUNDS

AS noted earlier, the City uses fund accounting

Expenses & Charges for Services-

50,000,000
45,000,000
40,000,000
35,000,000
30,000,000
25,000,000
20,000,000
15,000,000
10,000,000

5,000,000

Business-type Activities

OExpenses
HRevenue

Clem

Golf
Courss

Water Sewer Energy Airport Sanktation Storm Telecomm
Drain

to ensure and demonstrate compliance with finance-related legal requirements.

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term
inflows, outflows and balances of spendable resources. Such information is useful in
assessing the City’s financing requirements. In particular, unreserved fund balance may
serve as a useful measure of the City’s net resources available for spending at the end of

the fiscal year.
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As of the end of the current fiscal year, the City’s governmental funds reported combined
ending fund balances of $40,815,198, an increase of $9,675,576 from the prior year.

The unreserved fund balance in the general fund is $9,429,075. This amount represents
funds not desxgnated for a specific purpose. The remainder of fund balance is reserved to
indicate that it is not available for new spending. This reserved

amount represents funds that are already committed to liquidate contracts and purchase
orders of the prior period, pay debt, or a variety of other restricted purposes.

During fiscal year 2006, construction began on the remodel of the City Center Fire
Station that will house Fire Department Administration and the Community Development
Department. The Provo Center for the Arts construction began during fiscal year 2006
with anticipated completion in fiscal year 2007. Road bonds of approximately $5.9

million were issued for road projects throughout the City. Road construction began in
the summer of 2006. :

Proprietary Funds |

The City’s proprietary fund statements use basically the same accounting methods (full
accrual) as those used in the government-wide statements. Because the accounting
methods are similar, both statements provide the same types of information. However,
the fund financial statements do present more detailed information about individual
proprietary funds. The internal service funds primarily benefit the governmental funds.
Therefore, the internal service funds revenues that exceed expenses are eliminated in the
- government-wide statements. The activity of the internal service funds is grouped with

- the governmental funds on the government wide statements.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

The City’s investment in capital assets (Table 3) for its governmental and business-type
activities as of June 30, 2006 and 2005 amounts to $476,845,027 and $448,099,899,
respectively, (net of accumulated depreciation). The investment in capital assets includes
land, buildings and systems, improvements, machinery and equipment, park facilities,
library collection, roads, highways, sidewalks, bridges and construction in progress.
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Table 3 — Capital Assets

Business-type

Governmental
Activities Activities Total
2006 2005 2006 2005 2006 2005
Land $153,293,102 $139,865,546 $38,753,668 $38,744,100 $192,046,770 $178,609,646
Land easement 200,983 200,983 0 0 200,983 200,983
Water stock 0 0 $2,322,756 2,322,756 2,322,756 2,322,756
Machinery and equipment 10,502,348 8,620,134 57,368,024 36,710,074 67,870,372 45,330,208
Library collection 1,201,514 1,195,778 0 0 1,201,514 1,195,778
Buildings 36,322,795 37,987,453 45,782,473 53,904,707 82,105,268 91,892,160
-Land improvements 2,635,994 2,120,608 20,632,991 19,183,807 23,268,985 21,304,415
Infrastructure 49,771,933 43,486,917 43,741,904 46,427,834 93,513,837 89,914,751
Construction in progress 12,600,224 7,279,966 1,714,318 10,049,226 14,314,542 17,329,192
' $266,528,893 $240,757,385 $210,316,134 $207,342,504 $476,845,027 $448,099,889

The total increase in the City’s investment in capital assets for the current fiscal year was
$28,745,138 (net of accumulated depreciation). The capital assets in governmental
activities increased $25,771,508 (net of accumulated depreciation). The capital assets in
business-type activities increased $2,973,630 (net of accumulated depreciation).

Major capital asset events during the current fiscal year included the following:

Business-type Activities

Water- wells $388,986
Water distribution systems improvements 118,046
Northwest storm drain 329,208
Airport parallel taxilane 1,832,962
Energy upgrades & new development 1,760,248
Telecom new development 22,973,115
' Total __ $27,402,565
Governmental Activities

Land transactions $6,392,796
Center Street Harbor Bridge 159,481
Library collection 305,699
New vehicles 4,702,134
Provo Center for the Arts 455,552
Work in progress 1,800,000
Fire Department remodel - work in progress 714,628
Roads 1,926,672

Sidewalks

752,606

—_—f D
Total __ $17,209,568

Additional information on the City’s capital assets can be found in Note 4 of this report.
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Long-term Debt

At the end of the 2006 fiscal year, the City had long-term debt (Table 4) totaling
$113,613,759. The bonded debt outstanding was $98,385,401. Of this amount,
$20,407,587 is general obligation debt backed by the full faith and credit of the
government. The remainder of the City’s bonded debt, in the amount of $77,977,814,
represents bonds secured solely by specified revenue sources, i.e., revenue bonds.

Long-term debt also includes capital leases in the amount of $3,045,270, notes payable
with an ending balance of $6,578,312, and $5,604,775 of accrued compensated absences.

The City issued approximately $5.9 million in general obligations bonds for road
projects, and $2.1 million in RDA tax increment bonds for the Provo Center for the Arts.

$3.1 million in capital leases was incurred to cover the purchase of new ambulances and
fire apparatus.

Additional notes payable debt was incurred with purchase of the Friends of the Coalition
building for $950,000.

State statutes limit the amount of general obligation debt a governmental entity may issue
up to four percent of its total assessed valuation. The current debt limitation for the City
is $194,175,000, which is significantly in excess of the City’s outstanding general
obligation debt of $20,407,587. More detailed information regarding long-term debt can
be found in note 7.

Table 4 — Long-term Debt

Totals

Governmental; 2006 2005
" General Obligation Bonds $20,407,587 $16,545,000
Revenue Bonds 4,778,419 3,180,000
Notes Payable 6,578,312 6,283,088
Capital Leases 2,996,591 1,325,052
Accrued Compensated Absences 3,946,130 3,923,453
Total governmental : 38,707,040 31,256,593

Business-type
Revenue Bonds 73,199,395 75,993,175
Capital Leases 48,679 98,580
Accrued Compensated Absences 1,658,645 1,537,291
Total Business-type 74,906,719 77,629,046
Total $113,613,759 $108,885,639
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BUDGETARY HIGHLIGHTS

General Fund Budgetary Highlights

The following is a brief review of significant budgeting changes from the original to the
final budget for the major governmental funds:

« Resolution not to exceed $670,000 for an employee bonus based upon savings from
the previous fiscal year.

+ Resolution appropriating $4.5 million for purchases of fire and ambulance apparatus
on a capital lease.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET RATES

When preparing the City’s budget for the 2007 fiscal year, there were several economic
factors and trends taken into consideration. Elements of the budget process include
projecting inflation, and the impact the national economy has on local economic growth.
The state and the local economy have seen slightly over 5% growth rate for the fiscal
year ending June 30, 2006.

As a result of an improving economy, the 2007 annual budget includes a COLA of 2%.
Revenue forecasts of key revenues, such as sales tax were increased. This increase will
provide funds that are necessary to maintain services currently provided to the citizens.

REQUESTS FOR INFORMATION

The financial report is designed to present users (citizens, taxpayers, customers, investors
and creditors) with a general overview of the City’s finances and to demonstrate the
City’s accountability. Questions concerning any of the information provided in this
report or request for additional financial information should be addressed to the Provo
City Finance Office, attention Finance Director, 351 West Center Street, Provo, Utah,
84601.
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PROVO CITY CORPORATION
STATEMENT OF NET ASSETS
As of June 30, 2006
Governmental ~ Business-type
Activities Activities Total
Assets
Current Assets:
Cash $16,527,925 $23,541,969 $40,069,894
Restricted Cash 34,402,973 16,218,177 50,621,150
Accounts receivable 15,647,201 9,629,174 25,276,375
Inventory 137,709 1,952,394 2,090,103
Internal balances 2,765,939 (2,765,939) 0
Notes receivable 0 511,000 511,000
Total Current Assets 69,481,747 49,086,775 118,568,522
Noncurrent Assets:
Capital Assets:
Non Depreciable 166,094,309 42,790,742 208,885,051
Depreciable assets (net of depreciation) 100,434,584 167,525,392 267,959,976
Total Capital Assets - 266,528,893 210,316,134 476,845,027
Other Assets:
Notes receivable 16,237,005 0 16,237,005
Goodwill 0 1,136,881 1,136,881
Other 340,619 4,144,000 4,484,619
Total Other Assets 16,577,624 5,280,881 21,858,505
Total Noncurrent Assets 283,106,517 215,597,015 498,703,532
Total Assets $352,588,264 $264,683,790 $617,272,054
Liabilities and Net Assets
Liabilities:
Current Liabilities:
Accounts payable $4,301,273 $2,662,909 $6,964,182
Accrued liabilities 1,856,178 6,957,697 8,813,875
Accrued interest payable 547,268 950,964 1,498,232
Customer deposits 4,753,288 1,825,541 6,578,829
Unearned revenue 9,255,676 0 9,255,676
Accrued compensated absences 190,816 82,932 273,748
Bonds, loans and leases payable 3,930,034 4,354,735 8,284,769
Total Current Liabilities 24,834,533 16,834,778 41,669,311
Long-term Liabilities:
Accrued compensated absences 3,755,314 1,575,713 5,331,027
Lease payable 2,691,165 9,944 2,701,109
Notes payable 5,433,705 0 5,433,705
Bonds payable 22,706,006 68,883,396 91,589,402
Total Long-term Liabilities 34,586,190 70,469,053 105,055,243
Total Liabilities 59,420,723 87,303,831 146,724,554
Net Assets
Invested in capital assets, net of related debt 231,767,983 137,068,059 368,836,042
Restricted for:
Capital projects 7,306,056 8,789,442 16,095,498
Debt Service 541,702 4,604,997 5,146,699
Unrestricted 53,551,800 26,917,461 80,469,261
Total Net Assets 293,167,541 177,379,959 470,547,500
Total Liabilities and Net Assets $352,588,264 $264,683,790 $617,272,054

The notes to the financial statements are an integral part of this statement.

See the accompanying independent auditors' report.




“podas s1oypne juapuadaput Su{uedmonsse st s9g

‘JuaWI33Es SRR Jo 1ed [eidsiur U aIB SJUSWIAIE]S [EISUEULY ) O} S3)0U oY,

00S°LyS'OLYS  6S6°6LELLIS  1HS°LO1°E6ZS Burpua-siesse N
T6T0L09VP  T6IOTI'TILT  001'¥vb6 PLT (paersay) Buruurdoq-slasse JON
80TLLYVT LILESTD PP ETT'8l " syosse jou uf auByD)
00L°610°CS 6697916 100°€0S°1S SJ3JSURE) PUB SSNUIASS [eISUSS [e10],
0 (61L79%9) 61LY9¥9 SIoJsuBI],
$TT'LOS'6 6L8S6V'E 9E 1109 SNOIUB[[SISIN
996°TEE D 986°126°1 086'01+'T SBUTWLIRS JuIWSIAT]
98€°00€°T £66°€9S°T £€8°9€L 39§ Joedurg
TLTEOLL 0 TLTEOLL SSIYOUBRI]
6¥1°T68°ST 0 6¥1°T65°S1 89[BS
929°T61°1 0 979°Z61°1 JOMIA
9L0°16€T1 0 9L0°16€°TL Kpadosg
, . saX8],
{SINUIAI [RISUIN)
@Y TSl 890°LEL'S (09576L77€E) 9EL09E°LS 6ZLIGI'IIS  ¥IO'60P1LS  1LSPOSTLIIS a0l Areurud reog,
890°LEL'S 890°LELS 0 066°S€9°T $661¥5T TSE9EETI 69T LLLTS sonIARoe adA)-ssoutsnq [e10],
{L16'sL07) (L16°2077) 0 0 0 0¥6 89%'1 LS8 pHS'E SUOREOTUNITIONSR L, ~
956°LS1 956°LST 0 0 0 $88°€0L°1 6T6'S¥S1 UrRIp UNO}S @
LE690Y LE690Y 0 0 0 005°800°€ £95°109°C uone)ueg
SLY'895°T SLY39S°T 0 0 $66°1¥5°T 7€5°651 TSOEET‘T vodmry
LLL‘8SY'E LLL‘8S9E 0 £06'10 0 £9€°0LS‘ob 63V ET1 ‘Y AB1ougy
9p0°TETT WOTET'T 0 0TS°159 0 0bE999p $18°680°p JomMog
861'9SZ°1 861°05T°1 0 L9ST8L 0 0L¥*$90'9 6€8°165°S Iepm
Fo¥'L9¥) (HO¥'L9Y) 0 0 0 TTE‘E69 92L 091 3sMmod Jj00
sapanoe odAy-ssomsngy
(09576L7°€E) O (09576L77¢€) OWLPTL'S YEL'6¥9°'8 T9TELOL 20E°LTLYS SINIANOE [HUAULISAOS [el0],
@18°LErT) 0 B187Ler' D 0 0 0 SIS'LEY'T 1q9p uwxa)-3uoj o Isalouy
(619°0LZ°8) 0 (619°0L2°8) 0 Tr8ssl 960°S6'1 LSS'¥S6'6 | UONEBAIOd pUR SImR)
86$'830°1 0 864'880°1 0 99¥°890°y 191°8¥b 621°8TH'E uoneZiENASI ApyunuImio)
(9z1°219) 0 (9z1°ZI1S) OYLYTL'S 0 SL LY6'9€T°9 S301AI3S olqng
(z9g9z0L) 0O (zog'9zoLD) 0 9Y8°€ST’1 vLS'STST T8L508°0T Ajeyes ongng
(eer‘rzi‘ey)  o$ (€ET°1T1°L9) 0$ 085‘8€1°€ § 95E'v09'T § 690'%98'71$ JudmIIISA0S [RISUSD
-SanIAnde ~§§>OU
Te10L SPIARY SRy SUOANQIIUOD  SUONNGUIUCD) SAIAIRS sasuadxy SuRIBIg/suoRouN]
adfy-ssousng  [RUSEILDACD PUBSURD " PUE SURD Ioy s33rey)
JUSUILISAOD) ARRIL aide) Superndo
S19SSY 10N Ul S38UBY) SOTUIADY WRIS0I]
pus snusAsy (ssuadxy) 19N

9007 ‘0€ dunp papud Jv4 3y a0
SAWABOIV JO JUSWAWS
NOLLVIOJUO0D X1ID OACUd




tionally left blank.

inten
33

s page is

Thi




PROVO CITY CORPORATION l
Balance sheet
Governmental Funds
As of June 30, 2006 l
Governmental Fund Types :
Other Total
Housing Capital Governmental Governmental I
General Consortium Improvement Funds Funds
Assets: -
Cash $4,490,547 . %0 $12,278 $5,572,764  $10,075,589 ;
Restricted cash 8,213,578 771,421 11,154,078 14,263,896 34,402,973 l
Accounts receivable 9,120,991 316,592 1,343 6,185,493 15,624,419
Inventory 32,587 0 0 0 32,587
Loans receivable "0 10,221,733 0 3,912,798 14,134,531 l
Note receivable 0 0 0 120,000 120,000
Investment in land 0 0 0 210,816 210,816
Due from other funds 2,660,898 0 0 1,722,369 4,383,267 l
Total assets '$24!518§601 $11,309,746 $11,167,699 $31,988,136 $78,984,182
Liabilities and Fund balances I
Liabilities: , _
Accounts payable $1,218,181 $120,478 $1,519,357 $999,801 $3,857,817
Customer deposits 4,753,288 0 0 0 4,753,288
Deferred revenue 736,027 10,221,733 0 4,033,148 14,990,908 l
Unearned revenue 3,622,020 0 0 5,633,654 9,255,674
Accrued liabilities 964,634 0 29,981 80,941 1,075,556
Due to other funds : 0 0 635,775 3,599,966 4,235,741 I
Total liabilities 11,294,150 10,342,211 2,185,113 14,347,510 38,168,984
Fund balances
Fund Balance: l
Restricted for:
B&C road funds 2,114,118 0 0 0 2,114,118
911 dispatch funds 808,191 0 0 0 808,191
Reserved for: l
Reserve for land held for resale 0 0 0 210,816 210,816
Reserve for encumbrances 873,067 0 0 2,444,064 3,317,131
Reserve for projects 0 0 0 4,059,044 4,059,044 I
Unreserved, reported in:
General fund 9,429,075 0 0 0 9,429,075
Special revenue funds 0 967,535 0 8,205,747 9,173,282 )
Debt service funds 0 0 0 1,198,112 1,198,112 l
Capital projects funds 0 0 8,982,586 1,522,843 10,505,429
Total fund balances 13,224,451 967,535 8,982,586 17,640,626 40,815,198
Total liabilities and fund balances $24,518,601 $11,309,746 $11,167,699 $31,988,136 $78,984,182 '
The notes to the financial statements are an integral part of this statement.
See the accompanying independent auditors' report. l
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PROVO CITY CORPORATION
Reconciliation of the Balance Sheets of Governmental Funds
to the Statement of Net Assets
As of June 30, 2006

Total Fund balance $40,815,198
Amounts reported for governmental activities in the statement of
net assets are different because:

Capital assets used in governmental activities are not
financial resources and are not reported
in the fund statements. (see note 18) 257,401,439

Note receivable is recorded on the entity-wide
statements and not reported on the fund statements. 2,127,275

Accrued interest is recorded in the entity-wide statements
but not reported in the fund statements. (464,835)

Internal service funds are used by management to charge the

costs of certain activities, such as insurance, maintenance,

vehicles and employee benefits to individual funds. The assets

and liabilities of the internal service funds are included in the

governmental activities in the statement of net assets. 15,847,170

The governmental funds cumulative allocation of the internal service
funds net loss based on use of service are included in the entity-wide
statements. (2,014,990)

Deferred revenue was reported in the funds to offset loan

receivables. In the governmental activites, no expense or

revenue is recorded when a loan is made or paid off leaving
'no deferred revenue liability associated with the

loan receivable, 14,990,908

Accrued compensated absences are not due and payable
in the current period and are not reported in the
funds. (see note 18) (3,770,306)

Long-term liabilities, including bonds payable are not due
and payable in the current period and are not

reported in the funds. (see note 18) (31,764,318)
Net assets of governmental activities 293,167,541
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PROVO CITY CORPORATION
Statement of Revenues, Expenditures and
Changes in Fund Balances
Governmental Funds
For the year ended June 30, 2006

Other Total
Housing Capital Governmental  Governmental
General Consortium Improvement Funds Funds
Revenues:
Taxes $27,769,691 " %0 $0 $8,109,431 $35,879,122
Licenses and permits 1,484,043 . 0 0 0 1,484,043
Intergovernmental 4,466,768 1,770,458 96,709 2,373,383 8,707,318
Charges for services 3,266,696 0 144,463 845,662 4,256,820
Fines and forfeitures 1,055,571 0 0 . 0 1,055,571
Impact fees ‘ 0 0 736,833 ‘ 0 736,833
Interest income 608,605 1,279 278,277 634,750 1,522,911
Loan principal repayments 230,816 513,855 0 594,694 1,339,365
Loan interest repayments -0 30,473 0 26,988 57,462
Lease income 0 0 0 726,905 726,905
Miscellaneous 2,795,764 0 585,411 3,058,985 6,440,158
Total revenues 41,677,954 2,316,065 1,841,693 16,370,798 62,206,508
Expenditures:
Current: :
General government 10,951,448 0 0 5,610 10,957,058
Public safety 20,136,444 0 0 0 20,136,444
Public services ' 2,750,355 0 0 0 2,750,355
Culture and recreation . 6,411,237 0 0 3,577,068 9,988,305
Community revitalization 0 2,226,686 0 5,705,025 7,931,711
Total current expenditures 40,249,484 2,226,686 0 9,287,703 51,763,873
Debt service: :
Interest expense 41,169 5,151 0 1,265,155 1,311,475
Rent/Lease 83,099 0 366 127,934 211,399
Principal on debt : : 0 0 0 6,582,818 6,582,818
Service fees on debt 0 0 0 29,127 29,127
Debt cost of issuance 0 0 0 95,058 95,058
Bond premium 0 0 0 (116,529) (116,529)
Total debt service : . 124,268 5,151 366 7,983,563 8,113,348
Capital outlay:
Capital outlay 3,945,790 0 4,441,397 636,152 9,023,339
Total expenditures 44,319,542 2,231,837 4,441,763 17,907,418 68,900,560
Excess (deficiency) of revenues over (under) ' :
expenditures (2,641,588) 84,228 { 2,600,070) ( 1,536,620) (6,694,052)
Other financing sources (uses):
Transfers from other funds 8,570,864 0 775,000 1,931,613 11,277,477
Transfers to other funds (3,952,401) 0 (64,756) (1,814,628) (5,831,785)
Proceeds from land sales 0 0 9,594 12,528 22,122
Issuance of debt 0 0 5,929,913 5,310,087 11,240,000
Total other financing sources (uses) 4,618,463 0 6,649,751 5,439,600 16,707,814
Net change in fund balances 1,976,875 84,228 4,049,681 3,902,980 10,013,764
Fund Balance beginning as originally stated 11,247,576 883,307 4,932,905 14,075,834 31,139,622
Prior period adjustment 0 0 0 (338,188) (338,188)
Fund balance at beginning of year, as restated 11,247,576 883,307 4,932,905 13,737,646 30,801,434
Fund balance at end of year ’ $l3!224!451 3967!535 $8i98£586 $17,640,626 $40,815,198

The notes to the financial statements are an integral part of this statement.

See the accompanying independent auditors' report. 36




PROVO CITY CORPORATION
Reconciliation of the Statement of Revenues
Expenditures, and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the year ended June 30, 2006

" Net change in fund balances--total governmental funds

Amounts reported for the governmental activities in the statements of activities are
different because (see note 18): '

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities, the cost of these assets is allocated over the estimated
useful lives and reported as depreciation expense. This is the amount by
which capital outlays exceeded depreciation in the current period.

In the Statement of Activities, only the gain on the sale is reported, whereas,

in the governmental funds, the proceeds from the sale increase financial
resources. Thus, the change in net assets differs from the change in fund balance
by the net cost of the assets sold.

Revenues in the statement of activities that do not provide current financial
resources are not reported in the fund statements.

Loans to recipients and principal payments from recipients are recorded as an
expenditure and a revenue in the governmental funds. However, in the Statement
of Net Assets, loans and principal payments are recorded as an increase and

a decrease in the loan receivable.

Infrastructure that is contributed from developers is reported as a general revenue
in the Statement of Activities, but is not in the fund statements.

Transfer of capital assets to internal service funds
Debt proceeds provide current financial resources to governmental funds, but

issuing debt increases long-term liabilities in the Statement of Net Assets.
Repayment of principal on debt is an expenditure in the governmental funds, but the

. repayment reduces long-term liabilities in the Statement of Net Assets. This is the

amount by which repayments exceed proceeds.

The govemnmental funds allocation of the internal service funds
net loss is based on use of service included in the entity-wide
statements,

Internal service fund are used by management to charge the costs of certain
activities, such as insurance, maintenance, vehicles and employee benefits to
individual funds. The net revenue (expense) associated with the internal service
funds is reported with governmental activities

Change in net assets of governmental activities

The notes to the financial statements are an integral part of this statement,
See the accompanying independent auditors' report.
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PROVO CITY CORPORATION
Budgetary Comparison Statement
General Fund
For the year ended June 30, 2006

Variance with
Budgeted Amounts Actual Amounts Final Budget
‘ Original Final
Revenues: .
Taxes $24,780,391 $24,780,391 $27,769,691 $2,989,300
Licenses and permits 1,185,775 1,185,775 1,484,043 208,268
Intergovernmental 3,003,096 4,504,953 4,466,768 (38,185)
Charges for services 2,972,353 3,001,139 . 3,266,696 265,557
Fines and forfeitures 1,034,017 1,034,017 1,055,571 21,554
Interest income 145,461 . 145,461 608,605 463,144
Loan principal repayments 0 560,116 230,816 {329,300)
Miscellaneous 2,554,384 2,885,264 2,795,764 ( 89,500)
Total revenues 35,675,477 38,097,116 41,677,954 3,580,838
Expenditures:
Mayor's office 736,522 721,754 727,419 335
Municipal council 811,678 786,631 748,490 38,141
Personnel 1,011,928 1,025,075 1,023,511 1,564
Finance 1,320,511 1,279,433 1,258,944 20,489
Legal ‘ 1,133,951 1,622,335 1,594,133 28,202
Community development 2,341,171 2,363,463 2,211,488 151,975
Economic development - 648,022 656,387 595,181 61,206
Information systems 1,868,023 1,908,248 1,891,775 16,473
Nondepartmental 1,723,392 1,709,593 1,531,663 177,930
Police 12,677,685 12,531,062 12,380,018 151,044
Fire 7,321,447 8,092,389 8,046,768 45,621
Streets 7,037,957 5,589,073 5,066,920 522,153
Engineering 1,330,437 1,343,209 1,282,662 60,547
Parks & recreation 5,872,012 6,081,129 5,960,570 120,559
Total expenditures 45,834,736 45,715,782 44,319,542 1,396,239
Excess (deficiency) of revenues over (under).
expenditures _ : (10,159,259) (7,618,666) (2,641,588) 4,977,077
Other financing sources (uses): ‘
Transfers from other funds 6,110,643 7,698,117 8,570,864 872,747
Transfers to other funds (2,375,113) ( 4,067,740) (3,952,401) 115,339
Total other financing sources (uses) 3,735,530 3,630,377 4,618,463 988,086
Net change in fund balance ($6,423,729) ($3,988,289) 1,976,875 _ $5,965,163
Fund balance at beginning of year 11,247,576

Fund balance at end of year

The notes to the financial statements are an integral part of this statement.

See the accompanying independent auditors' report.
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PROVO CITY CORPORATION
Budgetary Comparison Statement
Housing Consortium Fund
For the year ended June 30, 2006

Variance with
Budgeted Amounts Actual Amounts Final Budget
Original Final
Revenues:
Intergovernmental $1,603,220 $1,603,220 $1,770,458 $167,238
Charges for services 1,579,275 1,579,275 0 (1,579,275)
Interest income 0 0 1,279 1,279
Loan principal repayments 420,087 420,087 513,855 93,768
Loan interest repayments 15,200 15,200 30,473 15,273
'Total revenues-- - -—- - 3,617,782 3,617,782 2,316,065 (1,301,717)
Expenditures:
Operating expenditures: 5,041,329 2,633,266 2,231,837 401,429
Total expenditures 5,041,329 2,633,266 2,231,837 401,429
Excess (deficiency) of revenues over (under)
expenditures (1,423,547) 984,516 84,228 ( 900,288)
Net change in fund balance (81,423,547 $984,516 84,228 (8900,288)
Fund balance at beginning of year 883,307
Fund balance at end of year $967,535

The notes to the financial statements are an integral part of this statement.
See the accompanying independent auditors' report.

39



191256918 £8SE0E69CS  P86-8SS VIS 87L°LO6°SHS 06E'6LL9TS  PIL'E16S8S 867 8E€T'LTS £26'L660VS 968°L09°LT$
CIE09€ 01 ST10°LLS 91T $90708°6 18T°921'LE 118°825'SC 880°66C LS 601°00L0C S9L'0LS'8¢E 968°L09'LT
0 188°981°1 0 188°0ET'1 0 0 0 0 0
0 000'PH1Y 0 0 0 000°P1Y 0 0 0
8587621 000°086 0 0 0 000086 0 (] 0
YSYLIT6 YET9IE01C $90708'6 005686 S€ T18'825'ST 880°S11CS 601°00L°0T S9L'0LS'3E 968'L09°LT
YSVLTI'6 T6E'STS'LIT 9TSTLEG 0Lb3S8'SE SSTPOL61 060°€LT LY LS6'S20°0C VIL'SPLTE 0SYTrS T
0 THL06L'TY 6£5° 1€V 0£6°0€1 929'vZ8'S 866° 148 TST'vLY 1S0°728's 9Y*$90°sT
6V8°165°9 89597L'TS 616750'S LvP18L'S 6L5°0ST1 9L9'VL9'8C 6818659 8SL9TV T 0
10979 PS8 CLS 0 0 0 ¥S8°EL8 0 0 0
0 000°11S )} 0 0 000°11S 0 0 0
ZT1°S01 " b6£'TS6°T 0 SES‘ELY 0 LL6'YT8 0 788'€S9 0
¥8LL YLI'629°6 609°VES 688°0L LOV'TI9 6LELET'9 £YS'LES L8T'666 0
0 LLI‘STTO1 9v0°98€°1 720°665°L 0 IL6°69€E°9 6LEILY 65L°161 0
9£E'TSH'9S 696°THS°€ZS$ $OT'PETES I$ ZIT°6£98 S6Y'LS8'ETS L9T67€'SS 0£8°18§$ 0$

spung TEIOL Spang WORPL Hodiry ABnug F=TyTy BIBA )
90TAIOG TRWIAIU] asudmyug -1 Jion

-SONIADOY BT

JBIUSUIIDAOL)

spunyj sIdinug-sonanoy adLy-ssoupsng

9002 0¢ sunf Jo sy
spuny Livjeudorg
RS NuerEg
NOLLVIOJUO0D ALID OAQUd

*o8ed yxou 9B UO PANURUOD ST JUDUIS)EIS SIY ], :SION
sassy oy

SJ55Y JUILINOUON €30,

napoon
VdIAN 21qRAIS2I 930N
SpUNy J5Y30 WoJy angg

=

<
spssy Ende) 10N
sjess8 o[quioaxdaq
s[qeioaxdag uoN
:s1assy pende)

15)955Y JUALINJUON

$)9SSY JWALIND [BI0L
SPUNY JO30 WOLY NP JudIINY
‘001 3)0u uontod Jusim)
AxoyuoAuy
J[qBAIS0AI SUNOOOY
4sed pajornsay
- Use)D

153955V JUALIND)

5355y



‘noda1 sx01pne yuapuadapul Suluedwooos o) 990G
“JusTels ST 3O 1red [RaSajur UB OIB SIUININE}S [RIOUVHLY O3 OF £330U O],

656 6LELLIS (eps-finua/spury Armsudard) spesse 19N
19861007) "SANIANISE JO JIWIES
o) WY SPUNJ TENPIAIPUL S OF SOTAIIE JO 5N UO PISEq PAJLIO[TE SBM PUNg
QOIAIS [OWISJBY 3} [HLM PajBIo0sse (25usdxa) SNUIASK JOU Y], “SPUTY [BnpIAIpUT
0} §)Jousq 3A0]duId PUB SIOIYIA ‘DOUBUIUTBW “20UBINSUL §B YoNS ‘SORIAROE
UIBLIAD JO 1500 o 9818Y5 0) JUSWSFBUBW AQ PISN 918 SPUNJ SOIAIS [SWINU]
. “omzuoonn JUSISLJIP 9J8 §19888 J9U JO
JUSWIIBIS Y} Ul SINIANOR 559UISTq J0J poliodas spmotry
SY6ISE6LIS (spury Arejourdosd) sjasse 1N
19125691$ €85'60€ 6925 P868SS VIS 8TL°LO6'SYS 06€°6LL°9TS PIL'E16°S8S 86T'3ETLTS £25°L66'0vS 968°L09°LTS $3955Y 9N 73 SIPMIqerY [EI0L
S61°0€8°11 SP6'18€6L1 T81°689°L 1LY'9¢€ T $86'61S 9T L88'EPE 0S 62T ¥8L'9T 0v0'0Th 8€ 1S1'88TLT £)3s55Y 3N [630L
TEE669'S YPL60LSE £90°CS6 € 8TV 10¥E vL1'166 0SL'65T0C 01809 SLOT6T 1 (990°1LT) PRSI
0 Y1099 000°'SEL 0ST'LT61 0 T68°I¥6°E 0 0 0 99]AI95 1OP J0F PAIOLRSIY
£98°0€1°9 650°890°LET 616°100°€ (L0T'T66°T) 118°826°ST SPTTPIOT 601°00L°0T $96°LTILE LIT'6SS'LT 193P PAIB[RI JO 12U ‘512568 [e)rded UY paysaAu]
955V N
906 121'S 8€9'126'68 208691 LSTILS'EP S0P°65C 118°695'SE 690 pSY £8Y'LLST SPL'61E SIPINqer] 0],
LTOVLY'S 800'€ITTL 19£7009°9 008°59£'6¢ $6€ 0T TST'861' 1T cE191T TH0'SE9’T 020°LL1 SPMqery uL-3uoy B0l
0 96£°€88'89 9p1°LOY'9 L09969°L€ 0 £P8'L6Y'ET 0 008°18T'1 0 2jquked spuog _
S9OI°'169T ¥6'6 0 0 0 0 0 0 ¥v6'6 s|qeded oseo] ¥
0 0 0 0 0 0 0 0 0 s[qeAed saj0N
£€0°L91 EIL'SLS'T S1T°¢61 oLL'TL $6£0T 60t°00L £€1°91T TWT'ese 05561 $90UD5G8 PAESUIAUIOD POTUISOY
674919 SS6'EPL 0 67'965°1 0 0 0 0 9ZS'Lb1 SpUny 390 03 ang
SapIqery wua-3uoy
6E€ L1 0£9°80L°L1 1vp'69S 1S¥'S0T Y 110°6€T STOILETT 9€6'LET 1976 STL'TY1 SOPINIQEYT 3ULIND 810 ],
9TY'S0E SELYSED 000°S6€ 000°S8Z'1 0 000°SLY'T 0 000191 SEL'SE 3jqeAed supoj pur sasea] ‘spuog
16L°8 TE6'T8 691°01 0£8‘E £L0°1 #98°9¢ SLETT T65°81 6201 530B35QE PARSUSAUWIOD PONIIY
£00°8¢€ #96°056 $08°ST 1€9'61L 0 S09°6LI 0 $28'sT 66 s1qeAed 150193U} poruOOY
0 TS ST8T 0 0 00t°1 SETVYO'l 0 906°6L1 0 s)isodap Jowoysny
L09°9T $S8°EL8 0 £$8°218 0 0 0 0 10019 Spuny Jatgo 03 ong
129°08L L69°LS69 988‘cy $88'9% L91°§ 8P1‘3EL'9 £68°ch 065°L9 74 A SIRIIQEN] PINIOOY
168°L8VS L06T99°T$ 185‘v6$ TST'LEETS 1LE1€TS €LL'L6TS 899°Z81S 6T5°68YS £EL6TS s[qeAed sunoooy
sSIpIIqeT
$)958Y 3N 29 SDI[Iqer]
spun Teio] spong 0P L nodny Xdoug RM ST o)
201AJOG RIS asudiojug -8 Jioo
-SSMIARDY BRO
—SEEF-P»OU

spuny aspdiuy-sapjApdy adA)-ssaupsng

900Z ‘o€ sung jo sy
spung Axejpdosg
3394§ Ruspeyg
NOILLVIOII 0D ALID OAOUd




(900°9¢y ) 161°06% 11 6209€T'T (SL6'6P0'T ) €96 L9'T £TYe6S'L £6T8TY'1 6L 691’1 ECHT)
TLSILT'T P69°SEL'Y SE0'LLE 9LS ILY TI9LSST (161°€2€) 1$6'96S 855°39% (Le8°TI)
S09°810°T B®ICS) 0 0 0 (3] SPOP1 (so¢g'61) 0

(avL1zr) (6s¥°8LS°T) (8€v°es) 0 0 (108'215'1) 0 (00L°T) (0zs'6)

80L°6LT SLI'6T9°1 $90°1S1 LS ILY 698°0€ 06Z°0TL 490977 $29°TE (L1ge)

0 - 10t°9ST 0 0 T0b°95 T 0 0 0 0

0 THE0LET 0 0 THEOLE'T 0 0 0 0

0 €65 €95 T 80t°6LT 0 0 12€°69Y 9Z8°95¢ 866°LS¥ 0

(8L5°219°T) LoV pSEL ¥66 8SL (1s€°128'1) (69788 ) ¥19°S16°L SE1E8 9€T10L (66v'8+¥ )

9TEPEE 6 96.L°$8L°09 $80'266 € TI9SI9E TE6 LTI'] A 0£5°590' ¥£6'815'S OvP EFI' T

0 90¥°8L 0 90#'3L 0 0 0 0 0

01£'995°T S0LLT6L 186°1S¢€ SHO'867°1 EPE'LYL $91°s9T°E S60401°T £¥+°608 1€9°1S€

S9L'L9¥'S 8L9°1ZE0F 9IZ'401°T 9LTHTOT 661°90T ¥88°TSS°TE 169°9TE"T 66£°S19°T LO0'T6Y

638°86€ 08€°L0L°E $86'vv¥ ¥T9°'6vE L98°TS 6S¥TSY'T 18960 8€T°0T9 9TS"LL

79¢°106 679°0SL°8 €06°060°T 192°598 £TSITI SSLISS'E LSO'STI‘T yS8ELYT 97T

SvLITLL £62°071°89 6L0°TISLY _190'60°C €8T ST LLE'LET 6¥ 788°968'% 0L1'0TTY 1¥6 #69

0SCOIS 088'S6F € ¥69°8¢ (1§37 ~005"0L POLYLET “T¥S0ET 00L'¥ST 6191

0 1STST 0 0 1ST'ST 0 0 0 0

191°1 6LS611 0 918ty 0 000°0L 0 0 £9L9

0 TES°6ST 0 0 TES°6S1 0 0 0 0

LETHOT'LS 1S0°0SEb9$ SSETILYS AN T4 0s SLIE6L'9VS 0999y 0L¥'§90°98 655'989%
Spung TeL spung WOOS], wodiry AR50y e AL 8In0)

SO1AIOG UMW ssudiyuy _ A Jiop
SOLIANOY R o)

TBIUWUIDA0D)

Spun,j SdINUT-SINADIV adA)-ssoupng

9002 ‘0f dung papus JeaA 3y 104

spung Arvjopadoxg
$1388Y JIN W saduey)
pue s3suddx ] ‘SINUIANY JO JUIWNEBIS

NOILLVIOJQNO0D ALID OAOUd

*a8ed yxou 91} WO PANURUOD ST JUSWHNES SIY], :AJON
SIJJSURI} PUE SUOPNILIUOD 310J2q (550[) SumOIU]

(sosuadxa) sanuaada Supersdouou [ejo,
R2558 3o ‘dsip U (ss0f) wrED
. asuadx ysaza30]
SUI0OW 1SAIA)UY
youd ojeig
syoesd jeiopag
533) joedumy]
(sasuadx?) sanuaaas SupsradouoN

(ssop) smodwy SunesadQ

sasuadxa Sugesado vjo, Q
[[#poos jo voneznIOUry
uoneoadaq
sosusdxs Sunessdp
S)gouaq sakojdurg
soSum pue soLIejeg
wasuddxa Bupesadp

sonudAdl 3ugesado [vjoL

SNOSURJSOSTIA

JSWIRINGUWIIAL Xe) VIS

SWOOuT 558

S[ejnal % 599,

SIOIAISS Jof safreq)
isamaAdy Sunesdp




L9L°€STIS (sam1AROR JO Juswalus) S)o658 30U UF 23uBy)
969°20¥ ) : *SAMIAROB JO JUIWAWS
9 Ul SPUN [ENDIAIPUI O 0} SOJAIOS JO 950 UO PISEQ PIEIO[TY S8 BPAT
9OIAISS [BUIAITT ST} [RIM PajuIoosse (osuadxo) oNUSASI 10T SY] *SPUNJ [enpIAIPUI
0} SIF3Uaq 99A0[duus PUR SIITYIA ‘F0UBUIUTEWN ‘IOURINSTL SB YONS ‘SaNIALOR
UIEU0 JO §3500 o1 981y 0) Jusmaduuvm Aq PISTL 3J% SPUTY DIAIVE [BWIHU]
195NBO3q JUSPIP AIE §IYATOR JO
JTABAES O UX SIIANOR SSIUISNY J0] papiodas syunowry
£9%°199°08 (spury Argjonidoad) s3osse 30U Uy 23uwq)
i " g y 1 i 1 -
. S6T0E8TIS Y6 18C6LIS  TB1'689'LS 1Ly 9EeTs $86'615°92S L8'EPE 0SS 6TTVBLIOTS 0v0°07p'8¢S TST88T LTS
1SE061°T1 8 0TLTLI 112'9.L8'9 TLE'SLY'E TS9Y8LYT LE6¥6'LY 6£T0ILST 6T¥ £79'9¢ Th0'SSS'LT
€p6'€s) o'1Lpo1)  (89€'6¢) 0 (000%9) (zZs€s1Z) (L9T°LL8’E) (6€L°c€E™9) 0
96TPLT'TT '801°Z61°E81 6LS’S16°9 TL6'SLY'S TS9°06L'YT 68T016'LY 90b°L8S 6T 891°LS6'TY Th0'SSS'LT
¥b8'6£9 £94°199°9 1L6'T18 (105°6£1°1) EEESEL] 056°8¥9°T 066°€L0°1 119°96L°1 (168992)
(Lee'peoe) (8eTv0e'9z)  (SI6'4¥E) (S¥9'6sT'¥1)  (p€9°79) (L91°€£0'6 ) (69L°08L°T) (801°¢26) 0
LSTOTTY 615°6£8°61 LS8°12 611°0L0%T $00°'€21 061488 96 YLL 8SELIL (344!
] 166°S€9°T 0 0 0 #0610 0TS 159 L9S°T8L 0
spong - - THo1 spung WL PodTy AEisug F=TyY F=TyTY CTg)
90IAJSS [eTIT] ssudiauy ~sBM Jiop
SOMIARDY ©po
TR USWWISA0D)

spunj SUdINUT-SINAIY ddA)-ssushyg

9007 ‘0€ dunf PIPUI JBIL 3y} J04
spuny Arejoudoag
. 5)955Y PN Wl saBuwy)
pue sasuadxq ‘SINUIANY JO JUIWHBYS

NOLLVIOJI0D ALID OAOUd

-podaz siojpne yuapusdopm Smkuedmooor o 29§
JuawW2)E)s ST Jo wed [RISIUI UR QI8 SJUSWISIEIS [BIOWETY) S 0} $9)0U Y

o
<
Juaf Jo puad s -.ao:< PN
P3)u3sa 5B ‘auaL Jo Jupmm3aq 18 53955V IIN
sjuaunpsnfpe pousad Jorxg
Paws Aujliio s Sujumi3aq sassy IIN
sjassy PN uy 38usy)
N0 SIBJsUBL],

UI IJSURL],
suoRnqLIuoS [ejide)




AN B A B O N AR B A AE i i aam
9EE TSP o8 SPI 096t OIS 0CS TS €20°665 LS 2116598 99 LT 028 9900098 68STELLS 0s
0 LLI81T91 9p0'98E"T TC0665L 0 126'69€9 6LE1L9 6SL7161 0
9EETSHIS 696 T¥S'ETS  VITPEI'ES Is TIT6£98 S6v°LSB'EIS L9T'6TESS 0€8°185$ 0
9EETSV'08 OVI09L'6ES  OICOISYS .  €0066SLS ZIT6€93 99V’ LTT0C8 " 9$9°000°98 68 ELLS 08
98T0ST'L S0LLI9'LY 056°9Z1T TIETEI T G 108°989'81 STISITY 106 8¢S 00€
(0s8°LL9) (z9s°L98°L) 09€€6€°T (88Z°cES'YT) S6L'P09 659°0pS°1 125°788°1 889'FHC (00g)
L0L'6LT 9L0'789°1 $90'1S1 398787 698 0t “T8S19L 19092C $29'Ct 0
I0L6LT 9L0°L89°1 $50°1ST 398°V8¥ 6980€ 78519 1909 €T9CE 0
067690 (60S°1ST00)  (Sp8'1vs) (G68°Lis'€1) SIL6FL (501'689°S) ToLzTorn) T¥Z'006) (+98'501)
(riz'ien (o9t'€D) 0 ] 0 0 0 0 (o91°¢D)
(ooc'oce’n)  (106'6%) 0 0 0 0 0 0 (106°6%)
0 (11¥'8€s'D) (8L9¢w) 0 0 #99'76¢'1) 0 (690°7) 0
0 (000°0rL'T) (000°08¢) 0 0 (000'09¢°D) 0 0 0
0 (000°LST) 0 0 0 0 0 (000°LsT) 0
0 000°€9% ] 0 0 000°€S¥ 0 0 0
(s9+'80Z°1) 0 0 0 0 0 0 0 0
9£0°€H9 G¥0°v9y) 0 8I8°LIE 0 0 0 ©ss°9vL) (30€°s€)
T83'SST'E 0 0 0 0 0 0 0 0
950°,89'1 LIEYE 0 0 0 0 000°Z€ 19€T 0
0 11£°26 LSY'ST 0 v€9°T9 LOv'E 0 £18°01 0
(c06'v15C) (OLv'198°61)  (SE0°‘ETH) LILsses’st)  (659°6€8°T) (691°2LLD) (960°5€S) (¥6L'S9P) 0
-0 8¥T6IS'T 0 0 EPL9TS'T 0 0 0 (s6v'L)
0 €5S°€95°1 80+°6LT 0 (i 12£'69% 978°95¢ 866°LSY 0.
0S8'SL0°1 (6LTOIY'S) 95T 2OL'T Tses) 0LE09 (18L7869) (€61°L61) TosZssT) CrP P61
{LEEHE0'E) (8ETVOE'9T)  (SI6PHE) - Spo'esT'vl) (¥£9°79) (L91°¢€0'6) (69L°08L°T) (801°€26) 0
L1011 615°6€8°61 1581 611°0L0'%1 $00°€TT 06L'L88°E I6'YLL 8SE°LOL SYY'v6l
0- (L99'91) (0s2'9) 0 0 @iv'on) 0 0 0
0 LOT'TLO'T ¥9¥°160°T 0 0 (£86'328°1) 0€£9'308 0 0
86V 199 0ST'L0091 186170'1 (ELOIY'T) (651'9¢2) €96 7S €l 1166661 $S0'89Z 1 (133'88)
(879785¢€'T) 0 0 0 0 0 0 0 0
(6TT'L1T'T) (911°815°6) (evT'605°T) (616'881°1) (0s8'8L1) (59t'9¥9°0) (6¥0°099°1) (Zs1°5%0°0) (8¢¥°687)
weo'sv'y)  (99s‘sze’ty)  (628°0L1°D) (ovz'sL6') 9¥8°Il (612'c6L°TE) (06s'612°1) bp1°189'0) (v8¢€°v6r)
T66'VTLLS 7E8°0S8998  6S0°TOLVS PEP'OSL'IS (s51°69%) LY9°'T68°8YS 956°6L8°V$ 0SE¥66'SS 16'v69$
spung T®01 spung WON[SL éﬂlﬂll. I.ﬂ.sﬂml FTITTY JBM W_MOD)
QOIALRS asudioprg -)sBM 3100
ey PO

" spuny aspadisjug spanoy adf-ssoupsng

9007 °0¢ sunf papud J8af 3 J0 4
spun g Amwjepadoag

SMOL SED) JO JIWANYS

NOLLVYOJYOD ALID OAOYd

‘oBed SuMO[|0F SR UO PINARUO ST JIWNB}S STLL 9ION
4se) &of

Y580 sy
qse)
JO sI515U02 FeaL JO puUD 3B Yse)

Jeak Jo pus 18 yse)

Jeak yo Bupuuriaq 38 qsE)
qseo U1 (35VAIIIP) SSBAINT JAN

sspiagoe Sunsoan £q papracid ysed 1N
15313 30 Bydis0oy
1$ONIANOR SURSIA WOy SMOP Yse)

S3n1ARS8 Suousuy
poe[al pu [mides £q (pesn) papiacd yses JoN
aqefed aseay uo pred ysauayuy
sjqe4ed sseaf uo pred [ediomurg
siqeAed spuoq uo pred jsasoyuy
aqeked spuoq uo pred redioung
sjqeded ssjou uo pred redioung
S[qRATI0AI S2JOU UO SHUNUABJ
SPUTY IS0 WOy STP SUBO
SpURY JSO 03 INp sURC']
ofqeAed 2589] JO OUBNSE WO SPIVOLY
£12658 PIXT JO SfEs WOl SPaasol] 3
spuny 1570 woy s)esse [edes Jo siyswer],
suoRIsmbos feydeo Joj sjuawkeg
SjueiS s pue RISpeg
539§ yoedury
‘sopanoe Jmowreuy pajeras pue [eideo woy smog yse)

saptARoe Bupsusuy [mudeouca Aq (pasn) papranid yses JaN

Spuny JOQO0 0] slaysuel],
SPULY IR0 WOy SIYSUBL,
Spury JNRO 03 SNp SUBO]
SPUTY JAIPO WIOY] SN SBBO]
:5971ANOE Suroueny Jejideouocn woy sMop Yyse)

somranoe Sunazado £q (pasn) papracsd yseo 1aN
SWIRID 10J SJuSmAB]
seakopdums 03 spuamAvg
szonddns o} sjuowdeg
SI9SN P SISW0ISHD WIoY §)d00Yy
:s3n1Anoe Suneiado woy smog yse)




,,‘

podas sioypne Juspuadspur Surduedmiosde A 938
WS SIy; Jo wed exBsiuy uv e SIUKNNES [BIOUBTY oY) 0) $QOU YL

os T€8°SLL'1S 0$ 0$ 0$ £06'10Z$ 1€6'VELS 866'8£8S 0 [mdes psinquyno) A
0£8°099% o$ o o 0 0 0 os 0 sui-opex 13558 aude)
1$301AROR FwouBuy pue Tejded Bunssaul YsEouoN
86¢°1998 “OST'L0091S  LB61200S . UISLOI1S) 651'9€TS, €96/ 5P EIS 116666 18 YSO89C 1S (188'835) saniAnoe Sunuiado £q (pesn) papracid ysed 1N
6L9°11 PSETTI €V6'1T TILST 0L69) IPEOL (86€LD) SP6 ¥E SLLOT §30U98QE PAESUAILIOD PININOE U] (ISWALIP) IFWALIUY
0 L1162 0 0 0 182°001 0 068'0¢1 0 susodap JSWOISNO U (IEEAOSP) IFRASU]
(L59'861) 9€$°818°T 0Ly ¥sT'o1 01§ 10¥°L8L'T L80°T $66'€1 1y) SINQEY PAUIE U (IFRALHIP) IFBAL]
@isern) (L¥6°658) (51999) (gToLz') SPO'8IT (zesen Lo1°L0T £6¥°687 WLED sjqeded 5uUN0308 UY (S5UAOIP) IEBAIU]
LIO'SE (ve6'sv1) 0 197'72¢ 0 (se6'o1n) 0 (8€T's5€) 0 A300u3AU3 U] (9863 AFBAIR
e (9£9°0Zs'T) (610°6k) (Lz9'Lc8) (8Eb'p1€) ©O15'sHh) (oze'Ll) (o12'95¢€) 0 SIGRAIS0 FYUNO30R UY (3SWATOUT) 9883109
. ‘S9NIqEY pue $30558 Wl saliwey))
0 90b'SL 0 90V'SL 0 (VI 0 0 0 uonezOWY
01£°995°T €0L°LT6'L 186'1S€E SH0‘S6T'1 SYELYL $91's9T°€ $60'¥01°1 £v¥'608 1€9°15¢€ uoneudsq
. ‘sanianoe Suneiado Aq (pasn) papiacsd ysed
i 19u 03 (s50]) awmoour Funerado 10U 0] SURMSNIPY
(BLS'TISNS)  LevpsELS 66'8SLS (ss‘izs'D (6v9'z88S)  #I9'S16'LS TSETE8S 9€T'10L8 (66v'svy) (ssoy) ewoout Junwsadp
senmanoy SunesadQ (u] pes(y) £q poposg
qseD) 39N 03 (s507) swosuy Sunessd( Jo UoREIEON0dYY
spung T&oL — spung WORPL “dodmy .~ Asam . laEa FETTTY =m0y
01AIRS asudisyrg . -3 3100
Ll PO

spung aspdanugmpiApdy adf)-ssonysng

9002 *0€ SuRp PIPU3 JuaK o Jog
spung Axmporadoag
MO 458D JO WIWNTS
NOLLVHOJHOD ALID OAOHd




This page is intentionally left blank.

46




PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

INDEX TO THE NOTES TO THE FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

A. Reporting Entity 48
B. Financial Statement Presentation 50
.C. Reconciliation of Government-wide/Fund Financial Statements 54
'D. Cash & Investments 54
E. Interfund Transactions 54
F. Inventories 55
G. Prepaid Items 55
H. Restricted Assets 55
I.  Capital Assets 55
J. Compensated Absences 57
K. Long-term Obligations 57
L. Fund Equity 57
M. Bond Discounts/Issuance Costs 58
N. Estimates - 58
O. Use of Restricted/Unrestricted Assets 58
2. Deposits and Investments 58
3. Receivables 60
4. Capital Assets 62
5. Risk Management 65
6. Capital Leases 66
7. Long-term Debt 67
8. Restatement of Fund Equity/Net Assets 71
9. Interfund Assets and Liabilities 72
10. Contingent Liabilities 74
- 11. Joint Ventures 75
12. Post-employment 79
13. Retirement Plans 80
14. Restrictions on Fund Balances 84
15. Major Utility Customer 85
16. Redevelopment Agency 86
17. Stewardship, Compliance and Accountability 87
18. Reconciliation of Balance Sheets of Governmental Funds to
Statement of Net Assets 88
19. Interest Expense 89

47



PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Financial Reporting Entity

The Provo City Corporation (City) was incorporated on February 6™ of 1851, and is a political
subdivision of the State of Utah. The City is governed by an elected mayor and seven elected
council members. The City provides services to residents and businesses in a multitude of areas
including police and fire protection, parks and recreation, economic development, planning and
zoning, water, sewer treatment, airport, telecommunications, golf course, energy and general
administrative services. '

" As required by generally accepted accounting principles, this report presents the financial
information of both Provo City Corporation (the primary government) and its component units.
The City has considered all potential component units for which it is financially accountable, and
other organizations for which the nature and significance of their relationship with the City are
such that exclusion would cause the City’s financial statements to be misleading or incomplete.
The criteria to be considered in determining financial accountability has been set forth in the
Governmental Accounting Standards Board’s (GASB) Statement No. 14. These criteria include
(1) appointing a voting majority of an organization's governing body, (2) the ability of the City to
impose its will on that organization and, (3) the potential for the organization to provide specific
financial benefits to, or impose specific financial burdens on, the City.

Blended Component Units

Blended component units are entities which are legally separate from the City, but are so
intertwined with the City that they are, in substance, the same as the City. They have the same
governing board and provide services almost entirely to the City. They are reported as funds of
the City. These are organizations for which the City is financially accountable, and the
relationship with the City is significant enough that exclusions would possibly lead to misleading
or incomplete Financial Statements. To obtain separate individual component unit financial
statements, please send the request to Provo City, ¢/o Finance Department, PO Box 1849, Provo,
UT 84603-1849.

Included in this report are the following blended component units.

The Provo City Redevelopment Agency was established to administer and disburse
funds which are received through the federal office of Housing and Urban Development.
The board of directors consists of the serving members of the City's municipal council.
The bond issuance authorizations are approved by the City's municipal council, and the
legal liability for those bonds remains with the City. The Agency is reported as a special
revenue fund.
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PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

- NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
~ (continued)

The Municipal Building Authority of Provo City, Utah, was created March 30, 1989,
by the City under the provisions of the Utah Municipal Building Authority Act. The
Authority's purpose is to acquire, construct, improve or extend one or more projects and

~ finance the costs of such projects on behalf of the City. The Municipal Building Authority
has issued lease revenue bonds to provide funds to the Provo City/Utah County Ice Sheet

- Authority for construction of a covered ice sheet facility at Seven Peaks. The City’s
municipal council approves the bond issuance authorizations, and the legal liability for
those bonds remains with the City. The Municipal Building Authonty is' reported as a
debt service fund.

The Provo City Stormwater Service District serves all the citizens of the government
and is governed by a board of directors consisting of the City's municipal council. The
rates for user charges and bond issuance authorizations are approved by the City's

municipal council, and legal liability remains with the City. The District is reported as an
- enterprise fund.

The Provo Foundation was created April 17, 1984, by Provo City to provide for the
receipt of gifts to the City and was incorporated October 10, 1987. It has received a tax
exempt status under section 501 (a) as an organization described in section 501 (c) (3) of

- the Internal Revenue Code. The Board of Trustees is appointed by the City’s municipal
council and consists of the Mayor, Council Chairperson, and prominent individuals in the
community. The Foundation is reported as a special revenue fund.

Related Organizations

A related organization is an organization for which the City is not financially accountable
(because it does not have a financial benefit relationship) even though the City appoints a voting
majority of the organizations governing board.

Related organizations include the following.

The Provo City Housing Authority Board of Directors is selected by the City’s
municipal council from a list of qualified applicants. The Board of Directors controls
personnel, management, finances and budget.

The Metropolitan Water District of Prove Board of Directors is selected by the City’s
municipal council from a list of qualified applicants. The Board of Directors controls
personnel, management, finances and budget. The Metropolitan Water District of Provo
was created under UCA section 17A-2-800. Because the majority of the board is
appointed, it is treated as a related organization, not as a component unit.
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PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTIN G POLICIES
(continued)

B. Financial statement presentation, measurement focus and basis of
accounting

As of and for the year ended June 30, 2002, the City implemented the Governmental Accounting
Standards Board pronouncements No. 34, 36, 37 and 38. These pronouncements are related to
the new financial reporting requirements for all state and local governments. The most significant
changes can be found in the Notes to the Basic Financial Statements, the newly required
Management’s Discussion and Analysis and, most importantly, the Basic Financial Statements.
A more detailed explanation of the Basic Financial Statements follows.

Basis of Presentation
Government-wide Financial Statements

The government-wide financial statements, i.e., the statement of net assets and the statement of
activities, report information on all of the nonfiduciary activities of the primary government and
its component units. Fiduciary funds are excluded from the government-wide financial
statements because these assets cannot be used to address activities and obligations of the
government. The statements distinguish between governmental and business-type activities.
Governmental activities generally are financed through taxes, intergovernmental revenues and
other non-exchange revenues. Business-type activities are financed, in whole or in part, by fees
charged to external parties for goods or services.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are amounts that are reasonably equivalent

~in value to the interfund services provided and other charges between the government’s
enterprise fund functions and various other functions of the government. Elimination of these
charges would dlstort the direct costs and program revenues reported for the various functions
concemned.

The government-wide statement of net assets presents information on all of the City’s assets and -

liabilities, and the difference between the two is reported as net assets. The statement of
activities demonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include (1) charges to customers or applicants who
purchase, use or directly benefit from goods, services or privileges provided by a given function
or segment and, (2) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenues.
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PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)
Indirect costs in the governmental activities that are not associated directly with a function or

program in the City are included in the general government activities in the entity-wide
statements.

~ Fund Financial Statements

A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts which are

segregated for the purpose of carrying on specific activities or atta1mng certain objectives in
accordance with special regulations, restrictions or limitations.

The City’s funds are organized into two major categones governmental and proprietary.
Separate financial statements are provided for each of these categories. The focus of

- governmental and enterprise fund financial statements is on major funds rather than reporting

funds by type. Each major fund is reported in a separate column. Non-major funds are
aggregated and presented in a single column. A fund is considered major if it is the primary
operating (general) fund of the City or meets the following criteria:

a. Total assets, liabilities, revenues or expenditures/expenses of that individual
governmental or enterprise fund are at least 10 percent of the corresponding total for
all funds of that category or type; and

b. Total assets, liabilities, revenue or expenditures/expenses of the individual
governmental fund or enterprise find are at least 5 percent of the corresponding total
for all governmental and enterprise funds combined.

As per the above criteria, the City’s general fund and housing consortium fund are major funds.
The City may also report other individual governmental funds as major funds if they are

~ determined to be of particular importance to financial statement users. The City has determined

that presenting the capital improvement fund as a major fund provides valuable information to
financial statement users. All other governmental funds are non-major.

The following is a classification of the City’s individual funds.
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PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)
Governmental Fund Types

The General Fund is the primary fund of the City. This fund is used to account for all
financial resources not accounted for in other funds. '

Special revenue funds are used by the City to account for revenues derived from specific
taxes, licenses and intergovernmental grants which are designated to finance particular
functions or activities of the City. '

Debt service funds are used to account for the accumulation of resources for the payment of
general obligation bonds and for the accumulation of special assessments for the payment
of special improvement bonds.

Capital project funds are used to account for resources designated to construct
governmental capital assets which may require more than one fiscal year for completion.

Proprietary Fund Types

Enterprise funds are used to account for operations that are financed and operated in a

manner similar to private business enterprises. The intent of the City is that (1) the costs of
providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges or, (2) the City has decided that periodic

determination of revenues earned, expenses incurred and/or net income is appropriate for

capital maintenance, public policy, management control, accountability or other purposes.

The existing enterprise funds account for construction; operation; maintenance; related
debt; and property, plant and equipment within each fund. The City-owned airport, energy
utility, golf course, telecommunications, water utility, and wastewater utility are classified
as major funds. The storm drain and sanitation are non-major enterprise funds.

Internal service funds are used to account for the financing of services provided by one
department to other departments within the City. The City maintains internal service funds
for employee benefits, insurance/claims, fleet management, computer replacement and
facility maintenance.

Measurement Focus and Basis of Accounting
Measurement focus is a term used to describe “which” transactions are recorded within the

various financial statements. Basis of accounting refers to “when” transactions are recorded
regardless of the measurement focus applied.
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PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 1 - SUl\'ﬂVIARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

The government-wide financial statements and the fund financial statements for proprietary
funds are reported using the economic resources measurement focus and the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recognized when earned, and
expenses are recorded when the liability is incurred or economic asset used. Major revenues
susceptlble to accrual are property tax, sales tax, franchise, and utility receivables.

Revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-
like transactions are recognized when the exchange takes place.

Governmental fund financial statements, other than proprietary funds, are reported using the -
current financial resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available. Measurable means
knowing or being able to reasonably estimate the amount. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the City considers revenues to be available if
they are collected within 60 days of the end of the current fiscal period.

As under accrual accounting, expenditures, including capital outlay, generally are recorded when
a liability is incurred. Expenditures related to principal and interest on general long-term debt
that has not matured, compensated absences, and claims and judgments are recorded only when
payment is due. Allocations of cost, such as depreciation and amortization, are not recognized in
the governmental funds.

Proprietary funds distinguish operating revenues and expenses from nom-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the City’s enterprise funds and internal service funds are charges
to customers for sales and services. Operating expenses for enterprise funds and internal service
funds include the cost of sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
are generally followed in both the government-wide and enterprise fund financial statements to
the extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent
private-sector guidance for their business-type activities and enterprise funds and are subject to
this same limitation. The City has elected not to follow subsequent private-sector guidance.

53



PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

C. Reconciliation of Government-wide and Fund Financial Statements

Governmental funds use the current financial resources measurement focus and the modified
accrual basis of accounting, while the government-wide financial statements use the economic
resources measurement focus and the accrual basis of accounting. As a result, there are
important differences between the assets, liabilities, revenues and expense/expenditures reported
on the fund financial statements and the government-wide financial statements. For example,
many long-term assets and liabilities are excluded from the fund balance sheet but are included in
the entity-wide financial statements. As a result there must be reconciliation between the two
statements to explain the differences. A reconciliation is included as part of the fund financial
statements (see pages 35, 37).

D. Cash and Investments

Cash includes amounts in demand deposits, sweep accounts, escrows with trustees, and the State
Treasurer's investment pool, as well as short-term investments with maturities of three months or
less (cash equivalents) such as money market accounts and certificates of deposit. Investments
are stated at fair value. Deposits and investments appear as cash, restricted cash and restricted
assets on the balance sheets. :

E. Interfund Transactions

During the course of opérations, numerous transactions occur between individual funds for goods
provided, services rendered and for short-term interfund loans or transfers. As a general rule, the
effect of interfund activity has been eliminated from the government-wide financial statements.

Loans are reported as receivables and payables and are classified as "due from other funds" or
"due to other funds" on the balance sheet of the governmental fund financial statements.
Interfund receivables and payables between funds within governmental activities are eliminated
in the Statement of Net Assets.

When an internal service fund provides goods or services to another fund, redundancy is inherent
because expenditures/expenses are reported in both the fund providing and the fund receiving

the goods or services. Since internal service funds primarily benefit governmental funds, they
are included in the governmental activities in the entity-wide statements. The basic assumption
for internal service funds is that they operate on a breakeven basis. Accordingly, any net profit or
loss has been allocated to the functions that benefited from the goods or services provided based
on proportionate benefit. Any residual balances outstanding between the governmental activities
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PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 1 - SUMMARY OF_ SIGNIFICANT ACCOUNTING POLICIES
(continued)

and business-type activities are reported in the government-wide financial statements as “internal
balances.”

All other interfund transactions are treated as transfers. Transfers between governmental or

- proprietary funds are netted as part of the reconciliation between the governmental ﬁmd

statements and the government-wide columnar presentation.

F. Inventories

Inventories of supplies for the proprietary fund types are stated at cost and are accounted for on a

- current cost basis. Inventory items within the proprietary funds are considered expenses when

used (consumption method). Inventory items in the governmental funds are considered
expenditures when purchased (purchase method).

~ G. Prepaid Items

Any payments made to vendors on or before June 30, 2006, for services performed or received
after that date are recorded as prepaid items.

- H. Restricted Assets

Net assets are reported as restricted on the entity-wide statements when constraints placed on net
asset use are either (a) externally imposed by creditors (such as through debt covenants),
grantors, contributors, or laws or regulations of other governments or, (b) imposed by law
through constitutional provisions or enabling legislation. As an example, certain proceeds of the
City’s enterprise fund revenue bonds, as well as certain resources set aside for their repayment,
are classified as restricted assets on the balance sheet because their use is limited by applicable
bond covenants.

On the fund financial statements, cash is often restricted to a particular use due to statutory or

budgetary requirements and is classified as “restricted cash” on the balance sheet.

L. Capital Assets

In the fund financial statements, capital assets used in governmental fund operations are
accounted for as capital outlay expenditures of the governmental fund upon acquisition.
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PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

In the government-wide financial statements and in the fund financial statements for proprietary
funds, capital asset expenditures are treated as capital assets. Capital assets include property,
plant, equipment and infrastructure assets, e.g., roads, bridges, sidewalks, and similar items.
Capital assets are defined by the government as assets with an initial, individual cost 6f more

than $5,000 and an estimated useful life in excess of two years. Such assets are recorded at -

historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation.

Prior to July 1, 2001, governmental funds’ infrastructure assets were not capitalized. The GASB

statement No. 34 requires capitalization of infrastructure, but permits an optional four-year delay

for implementation of the infrastructure capitalization. The implementation of this portion of
GASB No. 34 was not delayed for the majority of the City’s assets. Most of the City’s assets
(with acquisition dates as far back as June 30, 1980) were valued at actual historical cost (when
available) or estimated historical cost and capitalized in the 2002 fiscal year.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend the life of the asset are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets busmess-type activities is
included as part of the capltahzed value of the assets constructed.

Property, plant and equipment of the primary government, as well as the component units, are
depreciated using the straight line method over the following estimated useful lives: :

Assets ' Years
Bridges 60
Sidewalks - : ' 50 -
Water & Sewer lines ' 75
Buildings (new) 40
Buildings (used) 30
Traffic signals 30
Roads 20
Building improvements 20
Land improvements 20
Fire trucks 10
Communication lines and equipment ' 7
Machinery and equipment 7
Library books 6
Furniture 5
Vehicles 5
Office equipment 5
Computer equipment 5
Computer software 3
Garbage trucks 7
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JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

J. Compensated Absences

- City policy provides for employees to be paid 100 percent of the unused portion of vacatlon leave

and 25 percent of the unused portion of sick leave (except that employees with twenty years or
more of full-time service receive 50 percent), when they retire or terminate employment. In the
entity-wide statements and the proprietary funds, a provision has been made to account for all of
the earned, unused vacation leave and sick pay that would be paid to an employee if he or she
were to leave the City on June 30, 2006. The number of years of service determines whether the
employee will receive 25 percent or 50 percent of unused sick pay balance. A liability for these
amounts is reported in governmental funds only if they have matured, for example, as a result of
employee resignations and retirements.

K. Long-term Obligations

The accounting treatment of long-term debt depends on whether the assets are used in
governmental fund operations or proprietary fund operations and whether they are reported in the
government-wide or fund financial statements.

All long-term debts to be repaid from governmental and business-type resources are reported as
liabilities in the government-wide statements. The long-term debt consists primarily of notes
payable, accrued compensated absences, bonds payable and capital leases.

Long-term debt for governmental funds is not reported as a liability in the fund financial
statements. The debt proceeds are reported as other financing sources, and the payment of
principal and interest are reported as expenditures. The accounting for proprietary funds is the
same in the fund statements as it is in the government-wide statements.

. L. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tentative management plans that
are subject to change.
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PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 1 - SUMMARY_ OF_ SIGNIFICANT ACCOUNTING POLICIES
(continued) '

M. Bond Discounts/Issuance Costs

In the government-wide statements, these costs are deferred and amortized over the life of the
bonds. For governmental fund types in the fund financial statements, the bond discount and
issuance costs are expensed in the period they are incurred.

N. Estxmates

The preparation of financial statements, in conformity wnh generally accepted acoountlng
principles, requires management to make estimates and assumptions that effect the reported
amounts of assets, liabilities, and disclosure of contingent assets and liabilities at the date of

the financial statements and the reported amount of revenues and expenses during the reportlng
period. Actual results could differ from those estimates.

0. Use of Restricted/Unrestricted Net Assets

When an expense is incurred for purposes for which both restricted and unrestricted net assets are
available, the City’s policy is to apply restricted net assets first.

NOTE 2 - DEPOSITS AND INVESTMENTS

The City maintains detailed accounting records for individual funds, and it also maintains a cash
and investment pool that is available for use by all funds, thereby maximizing the interest
earnings for all funds. Each fund type's portion of this pool is included in the statement of net
assets as "Cash" and "Restricted Cash." Also included are deposits and investments held by the
Trustees on various bond issues. The basis of investments is cost. Deposits and investments are
not required to be collateralized by state statute.

There are no restrictions or material differences in the types of investments that can be made for
different funds, fund types or component units, provided such investments meet the requirements
of the Utah Money Management Act. According to the general indenture instructions for all
outstanding bond issues, bond proceeds may be invested and reinvested in investment securities
that mature no later than the date on which the monies on deposit therein will be needed for the
purposes of such funds.

Investments of monies in Debt Service Reserve Accounts must mature no later than five years
from the date of such investments.
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Notes to the Financial Statements
JUNE 30, 2006

NOTE 2- DEPOSITS AND INVESTMENTS (continued)

Deposits. The City follows the requirements of the Utah Money Management Act (Utah Code
Annotated 1953, Section 51, Chapter 7) in handling its depository and temporary investment
transactions. Following is a discussion of the city’s exposure to various risks related to its cash

- management activities. .

A. Custodial Credit Risk

Deposits. Custodial credit risk for deposits is the risk that, in the event of a bank failure, the

local government’s deposits may not be recovered. The City policy for managing custodial credit
risk is to adhere to the Money Management Act. The Act requires all deposits of the local
government to be in a qualified depository, defined as any financial institution whose deposits
are insured by an agency of the federal government and which has been certified by the
Commissioner of Financial Institutions as meeting the requirement of the Act and adhering to the
rules of the Utah Money Management Council. As of June 30, 2006, $3,524,182 of the City’s
bank balance of $3,624,182 was uninsured and uncollateralized.

B. Credit Risk

Credit risk is the risk that the counterparty to an investment will not fulfill its obligations. The
City policy for limiting the credit risk of investments is to comply with the Money Management
Act, -

The City is authorized to invest in the Utah Public Treasurer’s Investment Fund (PTIF), and
external pooled investment fund managed by the Utah State Treasurer and subject to the Act and
Council requirements. The PTIF is not registered with the SEC as an Investment Company and
deposits in the PTIF are not insured or otherwise guaranteed by the State of Utah. The PTIF
operates and reports to participants on an amortized cost basis. The income, gains, and losses, net
of administration fees, of the PTIF are allocated based upon the participants’ average daily
balances. '

For the year ended June 30, 2006, the City had investments of $73,263,832 with the PTIF. The
entire balance had a maturity less than one year. The PTIF pool has not been rated.

C. Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The City manages it’s exposure to declines in fair value by investing mainly in the
PTIF and by adhering to the Money Management Act. The Act requires that the remaining term
to maturity of investments may not exceed the portion of availability of the funds to be invested.
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JUNE 30, 2006

NOTE 3 - RECEIVABLES

Accounts receivable are recorded in the general, special revenue, capital projects, enterprise and
trust funds. The Energy Fund collects receivables for all utility enterprise funds. It remits the
entire amount of the Water, Wastewater, Sanitation, and Storm Drain Funds' collections each -
month to the respective fund. At year-end each fund is charged for its pro-rata share of

uncollectible accounts receivable. Adjustments to allowance for doubtful accounts increase or
decrease the related revenue accounts.

Accounts receivable and the associated allowances for uncollectible accounts, at June 30, 2006,
consist of the following: ‘

Governmental Funds

Capital Housing Nonmajor
General Improvement Consortium Funds Total
Receivables $ 10,542,160 $ 1343 $ 31650 § 619309 § 17,053,194
Less: allowance for .
Uncollectibles (1,421,169) 0 0 (7,606) (1,428,774)
Net total receivables $ 912091 § 1,343 § 316,592 $ 6,185493 § 15,624,419
Increase (decrease)
Revenue related to uncollectibles $ (172,066) $ 0 3 . 0§ 12,125  § (159,941)
Proprietary Funds
Waste Nonmajor
Water ‘Water Energy Airport Telecom Funds Total
Receivables $ 1020906 $§ 554157 $ 6400487 $ 613442 § 726453 $ 550692 S 83845230
Less: allowance for
Uncollectibles (21619)  (16,614) (163,107 (1,975) (17,564) (16,084) (215,344)
‘ Net total receivables $ 999287 § 531,543 $ 6,B7é79 $ 611467 § 7088389 § 534,609 $§ 9,629,174
Increase (decrease) .
Revenue related to $ (14,788) $ (11,103) § 61,094 $ 20 S 5535 § (8477) § 47,069
uncollectibles ‘

Property taxes are levied on January 1, giving the City legal claim on that date. The taxes are due
on November 1 and are delinquent after November 30 of each year. Property taxes are collected
by the Utah County Treasurer and remitted to the City shortly after collection. The property
taxes that have been remitted to the City within 60 days of the end of the current fiscal period

have been recognized as revenue. The uncollected, measurable amounts have been accrued as
- unearned revenue. :
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NOTE 3 — RECEIVABLES (continued)

Property taxes that were levied on J anuary 1 of 2006 and are due in November of 2006 are
budgeted for the 2007 fiscal year. Even though they are intended to fund the 2007 fiscal year,
they must be recognized as an asset because the City has an enforceable claim to the revenue.

Franchise taxes, licenses and interest associated with the current fiscal period are all considered
to be susceptible to accrual and so have been recognized as revenues of the current fiscal period.
Only the portion of special assessments receivable due within the current fiscal period is
considered as susceptible to accrual as revenue of the current period.

All other revenue items are considered to be measurable and available only when cash is
received by the City. The revenue recognized on these receivables is deferred until the cash is
collected in the governmental fund statements.

The City has several lending programs intended to revitalize neighborhoods and business

districts. These programs are funded through state and federal grants. The loans to citizens and
businesses represent the majority of the notes receivable balance on the financial statements.

Notes receivable and the associated allowances for uncollectible accounts, at June 30, 2006,
consist of the following:

Governmental ~ Business Type

Activities Activities Total
Business & citizen assistance loans $ 14,134,531 $ 0 $ 14,134,531
Less: allowance for
Uncollectibles (627,526) 0 (627,526)

Other notes receivable 2,730,000 511,000 3,241,000
Net total notes receivable $ 16,237,005 $ 511,000 $ 16,748,005
Increase (decreaSc)

Uncollectibles related to revenues $ 4,764 $ 0o 3 4,764

Governmental funds report deferred revenue in connection with receivable for revenues that are
not considered to be available to liquidate liabilities of the current period (unavailable).
Governmental funds also defer revenue recognition in connection with resources that have been
received, but not yet earned (unearned). At the end of June 30, 2006, the various components of
deferred revenue and unearned revenue reported in the governmental funds were as follows:
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NOTE 3 — RECEIVABLES (continued)

Uneamed Unavailable
Property tax receivable (general fund) 1 $3,622,020 - $ 0
Grant drawdowns prior to meeting all requirements 26,367 T 1,262,225
Property tax receivable (library fund) - 2,675,638 0
Property tax receivable (debt service fund) 2,931,649 0
Ambulance Billing 0 409,087
Central Billing 0 447,290
Note Receivables . 0 12,872,306

$9,255,674 $ 14,990,908

NOTE 4 — CAPITAL ASSETS

Capital assets required several prior period adjustments (see note 8). During the fiscal year, the
City reclassified several capital assets in an effort to provide more useful information. The new
categories include water stock and infrastructure for storm drain, water lines and sewer lines.
The following table delineates the impact of these prior period adjustments and the new asset
categories as well as the normal capital asset activity for the year ended June 30, 2006.

(The remainder of this page is left intentionally blank.)
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JUNE 30, 2006

NOTE 4 — CAPITAL ASSETS (continued)

Governmental Activities;

Capital assets not being depreciated:
Land

Land Easement

Construction in progress
Total

Capital assets being depreciated:
Machinery and equipment
Library collection
Buildings
Land improvements
Infrastructure;

Trails

Traffic signals

Noise Wall

Bridges

Roads

Sidewalks
Total

Less accumulated depreciation for:
Machinery and equipment
Library collection
Buildings
Land improvements
Infrastructure:

Trails

Traffic signals

Noise Wall

Bridges

Roads

Sidewalks
Total

Total capital assets, being depreciated, net
Governmental activities capital assets, net

(The remainder of this page is left intentionally blank.)
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Beginning Prior Period Transfers Ending
Balance Adjustments & Reclass Increases Decreases Balance
$ 139,865,546 $ 7,034,760 $ 0 S 6,402,676 § (9.880) $ 153,293,102
200,983 0 0 0 0 200,983
7,279,966 0 0 5,460,307 (140,049) 12,600,224
147,346,495 7,034,760 0 11,862,983 (149,929) 166,094,309
30,540,848 0 354,049 5,692,670 (3,608,389) 32,979,178
4,741,840 0 0 305,69 (136,533) 4,911,006
60,748,573 0 6,491 0 (21,052) 60,734,012
2,190,683 0 0 624,920 0 2,815,603
847,833 0 0 0 0 847,833
5,934,193 0 0 0 0 5,934,193
127,160 0 0 0 0 127,160
11,506,193 0 0 159,481 0 11,665,674
53,883,583 12,944 521 0 2,730,105 (40,883) 69,517,326
18,660,850 0 -0 752,606 0 19,413,456
189,181,756 12,944,521 360,540 10,265,481 (3,806,857) 208,945,441
Beginning Prior Period Transfers Ending
Balance Adjustments & reclass Increases Decreases Balance
(21,920,714) (83,945) (263,5T7) (3,148,532 2,939,938 (22,476,830)
- (3,546,062) 0 0 (299,963) 136,533 (3,709,492)
(22,761,120) 0 (4,652) (1,666 ,497) 21,052 4,411217)
(70,075) 0 0 (109,534) 0 (179,609)
(128,847) 0 0 (42,392) 0 (171,239)
(1,146,874) 0 0 (197,811) 0 (1,344,685)
(6,358) 0 0 (6,358) 0 (12,716)
(2,132,724) 0 0 (191,770) 0 (2,324,494)
(36,582,792) (7,315,539) 0 (2,133,7128) 0 (46,032,059)
7475 0 0 (373218) 0 848,51
(95,770,864) (7,399,484) (268,229) (8,169,803) 3,097,523 (108,510,857)
93,410,892 5,545,037 92,311 2,095,678 (709,334 100,434,584
S 240757387 § 12,579,797 § 92311 § 13,958,661 $ (8590263) § 266,528,893




PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006

NOTE 4 — CAPITAL ASSETS '(continued)

Capital asset activity for the year ended June 30, 2006, continued:

Business-type acivities:

Capital assets not being depreciated:
Construction in progress

Water Stock

Land

Total

Capital assets being depreciated:
Machinery and equipment
Buildings
Land improvements
Infrastructure:

Storm Drain

Water Lines

Sewer Lines
Total

Less accumulated depreciation for:
Machinery and equipment
Buildings
Land improve;
Infrastructure;
~ StomDrin
Water Lines
Sewer Lines
Total

Total capital assets, being depreciated, net
Business-type activities capital assets, net

Transfers

Beginning Prior Period Ending
Balance Adjustments & Reclass . Increases Decreases _ Balance
] 10049226 § 0 0$ 1495204 §  (9830202) § 1,714,318
2,322,756 0 0 0 0 2,320,756
38,744,100 (2,342) 35450 0 23,540 38,753,668
51,116,082 (2,342) 35,450 1,495,294 (9,353,742) 42,790,742
94,358,230 0 (371,51) 24,999,731 (1,293,948) 117,686,436
97,341,706 0 (17,624,385) 292,058 0 80,009,379
29,673,607 0 0 2,432,634 (848,195) 31,258,046
3,194,185 0 17,605,972 474,109 0 21,274,266
39,650,421 56,431 0 916,363 0 40,623,215
18,823,435 83411 0 724,966 0 19,631,812
283,041,584 139,842 (395,990) 29,839,861 (2,142,143) 310,483,154
(57,648,156) (282,934) 770,789 (4,431,916) 1,273,805 (60,318,412)
(43436997) (97,776) 10,843,036 (1,535,169) 0 {34,226,906)
(10,489,800) 0 0 (983,448) 848,193 (10,625,055)
(755,519) 0 (11,345,596) (441,350) 0 (12,542,465)
(8,710,522) (6,368,759) 0 (381.17) 0 (15,466,458)
(5,774,166 (3,855,657) 0 (148,643) 0 (9,778,466)
(126,815,160) (10,605,126 268,229 (7,927,703) 2,121,998 (142,957,762}
156,226,424 10,465,284 127,761 21,912,158 (20,145) 167,525,392

$ 7342506 § (10467162) § (2311) § 23407452 § (9,873,887 § 210316134

(The remainder of this page is left intentionally blank.)
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NOTE 4 — CAPITAL ASSETS (continued)

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities: .
General government S 3,375,293
Public safety 603,311.28
Public services 2,963,883.00
Community revitalization 52,421.00
Culture and recreation 1,174,894.00
Total depreciation expense - governmental activities —S—M
—_————
Business-type activities
Golf Course $ 351,631
Water 809,443
Wastewater : 1,104,095
Energy 3,265,165
Airport . 747343
Sanitation ' , 2314
Storm drain 349,667
Telecommunications 1,298,045
Total depreciation expense - business-type activities s 7,927,703

The total interest capitalized during the current fiscal year was $2,406,500.

NOTE S- RISK MANAGEMENT

The City participates in the Utah State workers compensation program. Premiums paid in fiscal
- year ending June 30, 2006, from the Employees Benefits Fund were $350,284, a decrease of
$17,394 from the prior year. Also, the City received a dividend of $ 32,079 as a result of good
claims history.

Cash transfers were made into the employee benefits fund by all other funds and are available to
pay the premiums. The interfund transfers are based primarily upon the individual funds' claims
experience and are included as an employee benefit under personnel expenses.

For the past five years the City has been self-insured on all insurance claims up to $750,000 per
claim. A commercial insurance carrier is responsible for the portion of a claim that exceeds
$750,000 and to a limit of $10 million per occurrance. The City has not had any claims that have
exceeded the self-insurance limit of $750,000 for the past five years.
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| NOTE 5- RISK MANAGEMENT (continued)

The following schedule is a reconciliation of the changes in the aggregate claims liability for the
City from the prior fiscal year to the current fiscal year:

Aggregate Claims  Beginning Claims Claims Ending

Liability Balance =~ Accrued . Paid Balance
2006 ' $485000 $818,628 $1,088,628  $215,000
2005 203,500 1,238,694 1,047,194 485,000

NOTE 6- CAPITAL LEASES

The City has entered‘into lease agreements, as lessee, for financing the acquisition of equipment.
These lease agreements qualify as capital leases for accounting purposes and, therefore, have
been recorded at the present value of their future minimum lease payments as of the inception
date. ' :

The assets acquired through capital leases are as follows:

Original Principal Interest Rates
Four Pierce Fire Vehicles $2,331,718 5.99%
Four Ambulances 824,164 O 3.73%
Golf Course Equipment 244,835 - 4.95%

The future minimum lease obligations and the net present value of these minimum lease
payments as of June 30, 2006 were as follows:

Lease payment
‘ Totals
2007 $ 403,180
2008 373,246
2009 363,220
2010 o 363,220
2011 363,220
2012-2016 1,816,100
Total minimum lease payments - 3,682,186
Less amount representing interest ‘ (636,916)
Present value of minimum lease payments 3,045,270
Amount due within one year 344,161
Amount due after one year $ 2,701,109
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NOTE 7- LONG-TERM DEBT

General Obligation Bonds

The government issues general obligation bonds to provide funds for the acquisition and
construction of major capital facilities. General obligation bonds are direct obligations and
pledge the full faith and credit of the government. General obligation bonds have been issued for
govemnmental activities in prior years in the amount of $26,780,000. During the year, new
general obligation bonds were issued in the amount of $9,140,000.

Revenue Bonds

The government also issues bonds where the government pledges income derived from the
acquired or constructed assets to pay debt service. The original amount of revenue bonds issued
in prior years was $106,234,000 for business-type activities and $5,385,000 for governmental
activities. During the year, $2,100,000 in new revenue bonds were issued.

Notes Payable

The City entered into an agreement on April 30, 2002, with Howard C. Stutz and Mildred R. Stutz to
purchase property at 531 West 3700 North for $704,000. The City issued a note payable in the original
amount of $704,000. The note was paid in full during the year.

The City entered into an agreement on August 7, 2003 with the Department of Housing and Urban
Development for a section 108 loan to be used for infrastructure for a industrial business park at 2900
South Mountain Vista Parkway for $3,500,000.

The City entered into an agreement on July 7, 2004, with the Utah National Parks Council to purchase
property located at 250 West 500 North for $195,000. $39,000 was paid at closing and a note was
issued by the City for $156,000.

The City entered into an agreement on October 27, 2004, with Wells Fargo Bank, N.A. to borrow
$975,000 for the construction of a splash pool with related equipment located at the Veterans Memorial
Park.

The City entered into an agreement on April 11,2006 with the Food & Care Coalition for a building and
land in the amount of $950,000.

(The remainder of this page is left intentionally blank.)
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NOTE 7- LONG-TERM DEBT (continued)

The City entered into an agreement on March 16, 2004, with EsNet Properties to purchase property
located at 5720 North Heritage School Drive (250 West) for $2 440, 000 $310,382 was paid at closmg

and a note was issued by the City for $2,129,618.

Principal and interest requirements to retire the City’s long-term obligations are as follows:

Governmental activities
G.O. Bonds Revenue Bonds
Principal Interest Principal Interest
2007 $ 1995000 $ 936,649 § 485,000 § 283,098
2008 2,115,000 846,013 550,000 251,893
2009 2,250,000 745,975 590,000 216,783
2010 2,345,000 642,100 645,000 178,880
2011 2,450,000 533,763 680,000 137,125
2012-2016 9,200,000 942,232 560,000 410,865
2017-2021 0 0 335,000 296,940
2022-2026 0 0 985,000 179,585
$20,355,000 § 4,646,732 § 4,830,000 $ 1,955,169
Notes Payable Total
Principal Interest Principal Interest
2007 $ 1,144,607 § 234326 § 3,624607 $ 1,454,073
2008 1,044,588 208,264 3,709,588 1,306,170
2009 1,112,096 179,416 3,952,096 1,142,174
2010 741,512 148,172 3,731,512 969,152
2011 760,884 114,852 3,890,884 785,740
2012-2016 1,774,626 129,973 11,534,626 1,483,070
2017-2021 .0 0 335,000 296,940
2022-2026 0 0 985,000 179,585
$ 6,578,313 § 1,015,003 § 31,763,313 § 7,616,904
Current Portion
Bonds - $ 2,480,000
Notes 1,144,608
Leases 305,426
Total Current portion 3,930,034
Long-term Portion :
Bonds 22,706,006
Notes 5,433,705
Leases 2,691,165
Total Long-term portion 30,830,876
Total 34,760,910
- Less: unamortized amounts (1,006)
Less Leases 2,996,591
Grand Total

$ 31,763,313
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NOTE 7- LONG-TERM DEBT (continued)

Principal and interest requirements to retire the City’s long-term obligations continued:

Business-type activities

Revenue bond
Principal Interest
2007 $ 4316,000 $ 3,742,957
2008 4,506,000 3,564,595
2009 4,696,000 2,985,389
2010 5,097,000 3,187,517
2011 5,814,000 2,902,304
2012-2015 21,285,000 8,473,865
2016-2020 12,655,000 6,344,799
2021-2026 16,105,000 3,189,670
$ 74,474,000 $ 34,391,096
Current Portion
Bonds $ 4,316,000
Leases 38,735
Total Current portion 4,354,735
Long-term Portion
Bonds less unamortized discounts
and amount on bond refunding 68,883,396
Leases 9,944
Total Long-term portion 68,893,340
Grand Total 73,248,075
Add: unamortized amounts 1,274,604
Less Leases (48,679)
Grand Total $ 74,474,000

The following is a schedule of bonds that were issued by the City and later refunded because lower

interest rates were available:

1980 A Series

Original Issue Original Issue Unpaid Balance
Date Amount June 30, 2006 Final Date of Maturity Refunding Bonds
12/01/80 $ 22400000 § 16,405,000 04/01/15 1984 A Series
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NOTE 7- LONG-TERM DEBT (continued)

Long-term debt activity for the year ended June 30, 2006, was as follows:

Governmental activities
Bonds Payable:
General obligation bonds
G.0. 1995 Road Bonds (4.875 - 7.00%)
G.O. 1999 Library Bonds (5.0 - 5.4%)
G.0. 2006 Road Bonds (9.14 - 3.78)
G.0. 2006 Road Bonds unamortized
Tax increment bond
2006 increment bond
2006 increment bond unamortized
Special Obligation Bond
1998A Bldg Authority Bonds (6.00 - 6.80%)
Total Governmental Fund Bonds
Notes Payable:
Note Payable Stutz Park (0%)
Note Payable Hud 108 (4.32%)
Note Payable Halladay Family Trust (0%)
Note Payable Utah National Parks Council (0%)
Note Payable Esnet (5.80%)
Note Payable Wells Fargo (3.48%)
Note Payable Food & Care Coalition

Total Notes Payable
Capital Leases

Accrued Compensated Absences
Total Governmental activity
Long-term liabilities

Business-type activities
Revenue Bonds:
2002 Series A Bonds (5.97-6.22%)
Less Deferred Issuance Costs
Less Deferred Amount on Refunding
2003 Series A Energy Bonds (3.0-5.25)
Plus Deferred Issuance Premium
2003 Series A Water Bonds (2.0-4.25%)
Less Deferred Issuance Costs
Stormwater 1999 (4.10-5.0%)
Less Deferred Costs
Telecom 2004 Sales Tax Bonds (2.54-5.42%)
Less Deferred Costs

Total Business-type Bonds
Capital Leases
Accrued Compensated Absences

Total Business-type
Long-term liabilities

Balance Balance Amount Due
June 30, 2005 Increases . (Decreases) June 30, 2006 2007
$ 4205000 $ 0 § (42050000 $ 0o s 0
12,340,000 0 (1,125,000) 11,215,000 1,180,000
0 9,140,000 0 9,140,000 815,000
0 55,355 (2,768) 52,587 0
0 2,100,000 0 2,100,000 5,000
0 (52,903) 1,322 (51,581) 0
3,180,000 . 0 450,000) 2,730,000 480,000
19,725,000 11242452 81,440) — 23,186,006 2,480,000
176,000 0 (176,000) 0 0
2,800,000 0 0 2,800,000 350,000
233,334 0 (116,667) 116,667 116,667
156,000 0 (39,000) 117,000 39,000
1,942,754 0 (197,702) 1,745,052 209,169
975,000 -0 (125,407) 849,593 129,772
0 950,000 0 950,000 300,000
6,283,088 950,000 (654,776) 6,578,312 1,144,608
1,325,052 3,155,882 (1,484,343) 2,996,591 305,426
3,923,453 22,677 0 3,946,130 190,816
$ 31256593 $ 15371011 §$ (7,920,565) $ 38,707,040 § 4,120,850
3
Balance Balance Amount Due
June 30, 2005 Increases {Decreases) June 30, 2006 2007
$ 11,650,000 $ [ (110,000) $ 11,540,000 $ 115,000
(397,043) 0 44,116 (352,927) 0
(685,201) 0 76,133 (609,067) 0
17,335,000 0 (2,250,000) 15,085,000 2,360,000
353,839 )} (44,002) 309,837 0
1,616,000 0 (157,000) 1,459,000 161,000
(18,900) 0 2,700 (16,200) 0
7,270,000 0 (380,000) 6,890,000 395,000
(98,836) 0 10,982 (87,854) 0
39,500,000 0 0 39,500,000 1,285,000
(531,685) 0 13,292 (518,393) 0
75,993,174 0 (2,793,779) 73,199,395 4,316,000
98,580 0 (49,901) 48,679 38,735
1,537,291 121,354 0 1,658,645 82,932
$ 77,629,045 $ 121,354 § '(2,843,680) $ 74,906,719 $ 4,437,667
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Internal service funds predominantly serve the governmental funds. Accordingly, long-term liabilities

- for them are included as part of the above totals for governmental activities. At year-end, $175,824 of

internal service funds compensated absences and $2,996,591 of internal service funds capital leases were
included in the above amounts. Also, governmental activities, claims and judgments and compensated
absences have generally been liquidated by the general fund in prior years.

NOTE 8 — RESTATEMENTS OF FUND EQUITY/NET ASSETS

Prior Period Adjustments

Adjustments resulting from a change to comply with GASB Statement No. 34, adjustments due to an
error or a change in accounting principle, are treated as adjustments to prior periods. Accordingly, the

City reports these changes as a restatement of beginning fund balance, fund equity or net assets as
appropriate.

In preparation for the implementation of GASB No. 34, the City closely evaluated its capital
assets. In fiscal year 2005, the City implemented a new system for tracking utility department
infrastructure. The new system allowed the City to identify and record developer contributed
assets in the Water, Wastewater and Energy Funds that had not been recognized in prior years.
Also, at the time that the water and sewer line infrastructure was brought into the system, the
accumulated depreciation was not accounted for correctly.

The developer contributed portion of water, sewer and road infrastructure was understated in the initial
implementation of GASB No. 34.

During fiscal year 2006, the system tracking the City vehicles was evaluated. There were vehicles
identified that were not being depreciated correctly. The correction to accumulated depreciation was
made during the current year.

Research has continued in an effort to identify and correctly report land owned by the City. There were
numerous parcels identified that had been overlooked in the initial implementation of GASB No. 34.

The largest land entry was made due to the land under the roads that had not been accounted for in
previous years.

There were two other items that required prior period adjustments. An expense was paid out of fiscal
year 2006 that should have been recognized as an expense in fiscal year 2005. Partial revenue received
for a land sale should have been shown as a liability in fiscal year 2005.

(The remainder of this page is left intentionally blank.)
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Following is a schedule of prior period adjustments:

Beginning net assets, as previously stated

Governmental
Activities

Business type

Activities

$ 262,026,114

$ 181,597,821

Fund statement adjustments
- Accounts payable 338,188 0
" Accumulated depreciation (83,945) (380,710)
Land 0 (6,342)
GASB 34 Entity-wide adjustments: :
Land 7,034,760 0
Accumulated depreciation 0 (10,224,419)
Developer contributed infrastructure 5,628,983 139,842

Restated beginning net assets

$ 274,944,100

$ 171,126,192

NOTE 9 - INTERFUND ASSETS AND LIABILITIES

Loans due From/To Other Funds consist of the following at June 30, 2006:

Due From

Fund
Building Authority
CDBG
CNRC
Capital Resource
Facilities
Golf
Golf
Homebuyer Assistance
Housing Rehabilitation
New Development
Parks CIP
Special Purpose Grants
Tax Increment
Tax Increment
Telecommunications
Telecommunications
Telecommunications
Totals

Due To Due To Due From
Intemal Intemal
Enterprise Service  Governmental Fund Enterprise Service  Governmental
$ 03 0 $ 84,117 Guaranty $ 0 S 0 s 84,117
0 0 837,475  General Fund 0 0 837,475
0 0 403,365 CDBG 0 0 403,365
0 616,429 0  Capital Reserve 0 616,429 0
0 26,607 0  Employee Benefits 0 26,607 0
61,001 0 0  Energy 61,001 0 0
0 0 147,526 General Fund 147,526 0 0
0 0 48,000 CDBG 0 0 48,000
0 0 130,587 CDBG 0 0 130,587
0 0 8,560 CDBG 0 0 8,560
0 0 635,775  General Fund 0 0 635,775
0 0 275  Guaranty 0 0 275
0 0 1,047,465  Econ. Development 0 0 1,047,465
0 0 1,040,122 General Fund 0 0 1,040,122
812,853 0 0  Energy 812,853 0 0
980,000 0 0  Energy 980,000 0 0
0 616,429 0  Capital Resources 616,429 0 0
$ 1,853,854 $ 1125”9,465 $ 4,383,267 $ 2617809 § 643,036 § 4,235,741
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Transfers In/Out to Other Funds, for the fiscal year 2006, consists of the following:

Iransfer to Iramafer from Iramsfers from Trapsfer to
Internal Internal
Fund Enterprise Service Governmental Fund Enterprise Service Governmental

Airport CIP o s o s 11,270  General CIP Fund s 11,270 0 0
Airport CIP 0 [ 109,000  General Fund 109,000 0 [}
Airport Fund 0 2,734 0  Employee Benefits Fund 2,734 0 0
Arts Fund [] 1,334 0  Employee Benefits Fund 0 0 1,334
Arts Fund 0 138,115  General Fund [} [} 138,115
B & C Road Fund 0 ] 1,475,284  General Fund [} [ 1,475,284
Capital Reserve 0 [} 259,197 B & C Road Fund [} 259,197 [}
Capital Reserve 413,500 0 0  Energy CIP [} 413,500 0
Capital Reserve 0 0 69,741  General Fund [} 69,741 0
Capital Reserve 0 [ 53,486  Parks CIP 0 53,486 0
Capital Reserve 5,641 [ 0  Storm Drain [ 5,641 0
Capital Reserve 47,358 ] 0 Wastewater 0 47,358 0
CDBG 0 0 483,158 CNRCC 0 [ 483,158
CDBG [] [ 48,000 Home Buyer Assistance 0 o 48,000
CDBG 0 0 41,160  Housing Rehabilitation [ [} 41,160
CDBG 0 ] 8,560 New Development [} [} 8,560
CNRCC 0 0 320,597 CDBG [} [} 320,597
Debt Service 100,000 0 0  Energy 0 [} 100,000
Debt Service ° [} 176,000  General Fund 0 [ 176,000
Debt Service 7,286 0 0  Sanitation 0 [ 7,286
Debt Service 9,713 [} 0  Wastewater 0 [ 9,713
Debt Service 13,406 [} 0  Water [ 0 13,406
Employoe Benefits 232,422 [} 0  Energy 0 232422 [
Employee Benefits 0 9,732 0  Facility Services 0 9,732 0
Employee Benefits 0 [} 301,637 General Fund ° 301,637 °
Employee Benefits (] 0 21,896  Library [} 21,896 ]
Employee Benefits 14,855 ] 0  Sanitation 0 14,888 °
Employee Benefits 9364 0 0  Storm Drain 0 9,364 0
Employee Benefits 0 3,274 0  Vehicle Managemeat [} 3,274 [}
Employce Benefits 62,834 0 0  Wastewnter [} 62,834 [
Energy Fund 0 89,860 0  Employee Benefits Fund 89,860 [ [}
Energy Fund 135,929 [} 0  Telecommmmications 135,929 0 o
Facility Services 0 9,731 0  Employee Benefits Fund o 9,731 [
General CIP Fund ] 110,000 0  Facilities Sexvices ° 0 110,000
General CIP Fund [ ] 115,000  General Fund [ 0 115,000
General Fund [ 6,380 0  Capital Reserve [} [} 6,380
General Fund 0 [} 79,793 CDBG 0 0 79,793
General Fund [} [ 1,980 CNRCC 0 0 1,980
General Fund [} 413,993 0  Employee Benefits Fund [} 0 413,993
General Fund 4,621,839 [} 0  Energy 0 0 4,621,839

(The remainder of this page is left intentionally blank.)
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Transfer to Transfer from Transfers from ' Transfer to
Internal Intermal
Fund Enterprise Service Governmental Fund Enterprise Service Governmental
" General Fund $ o s 0 § 109492 Rental Rehab $ o s 0§ 109492
General Fund 292,312 0 0  Sanitation 0 0 292,312
General Fund : 472,232 0 0 Wastewater [+ 0 472,232
General Fund 598,889 (/] 0 Water 0 0 598,889
Golf Fund 0 75,000 0  Capital Reserve 75,000 0 0
Golf Fund 0 2,969 0 Employee Benefits Fund 2,969 0 0
Golf Fund 0 0 116,476  General Fund 116,476 0 0
Homebuyer Assistance 0 0 50,000 CDBG , 0 0 . 50,000
Homebuyer Assistance 0 0 151,322  Housing Rehabilitation 0 0' 151,322
- Justice Court 0 0 475,140 CDBG . o 0o 0 - 475,140
Library 0 3,774 0 Employee Benefits Fund 0 0 31,774
Parks CIP 0 0 550,000 General Fund 0 0 550,000
Sanitation Fund 0 12,494 0  Employee Benefits Fund 12,494 0 0
Senior Games 0 0 ' 23530 Provo Foundation 0 0 23,530
Storm Drain 0 9,363 0 Employce Benefits Fund 9,363 0 0
Tax Increment 0 . 0 338,188 General Fund . . 0 0 338,188
Telecommunications 0 13,470 0  Employee Benefits Fund 13,470 0 0
Telecommunications 0 0 28,000 General Fand 28,000 0 0
Telecommunications CIP 0 4,933 -0  Employee Benefits Fund 4,933 0 0
Vehicle Management 0 9,684 0 Employce Benefits Fund 0 9,684 0
Vehicle Management 0 0 262,763  General Fund 0 262,763 0
Wastewater Fund 0 24,946 0  Employee Benefits Fund 24946 0 /]
Water : 438,632 0 0 Wastowater 438,632 0 0
Water Fund 0 28,726 0 Employee Benefits Fund 28,726 0 0
Winterfest 0 .0 13,000 General Fund 0 0 13,000
Totals $ 1,802,065 $ 213,359 $ 2117911 $ 755,009 § 272,447 §  3,105878

Transfers between the business-type activities and the governmental activities totaled $6,464,719
per the statement of activities. The majority of the transfers were to governmental funds for
administrative services they provide to thé business-type funds and for capital outlay in the
governmental funds that benefit the City.

In the fund statements, there is a difference in interfund transfers of $56,823. The two items

making up the difference are a transfer of capital assets from general fund to vehicle
management, and a transfer of personnel identification system from facilities to general fund.

NOTE 10 - CONTINGENT LIABILITIES
The City is involved in litigation arising ﬁ'om the normal course of business activity. It is not

possible to determine the ultimate liability, if any, in these matters. The opinion of management
is that such litigation will have no material effect on the financial statements of the City.
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The City has an insurance policy for public liability and property damage with various
deductibles. A separate fund has been established for the purpose of poohng the financial
resources of the City and paying the deductible for claims.

The City purchased 72 percent of the energy sold by Utah Municipal Power Agency (UMPA) to

its member cities. The City is obligated to pay a proportionate share of all operating,

maintenance, debt service and any other costs incurred by UMPA based on the City’s energy
purchases.

The City participates in Federal Grant programs that are audited in accordance with the
provisions of the Single Audit Act of 1997 and the Office of Management and Budget Circular
A-133. These grants are subject to financial and compliance audits by the federal government,
which may result in disallowed expenditures. In the opinion of management, future
disallowances of current grant program expenditures, if any, will be immaterial.

As of June 30, 2006, the City was involved in litigation dealing with three personal injury cases.
At the time the financial statements were prepared one case had been settled for a total of
$65,000. It is the opinion of the City’s legal department that the estimated liability is $215,000 if
damages are awarded on the remaining cases.

NOTE 11- JOINT VENTURES

The Utah Municipal Power Agency (UMPA) was created jointly as a separate legal entity and political
subdivision of the State of Utah by an agreement dated September 17, 1980, pursuant to the provisions
of the Utah Interlocal Cooperation Act. UMPA's membership consists of six municipalities. UMPA's
purposes include planning, financing, development, acquisition, construction, improvement, betterment,
operation or maintenance of projects for the generation, transmission and distribution of electric energy
for the benefit of the member municipalities. The City purchased 71.80 percent of the energy sales of
the Agency to member cities in the current fiscal year and 56.70 percent of all energy sales of the
Agency. UMPA billed Provo City $32,993,988 for energy.

Provo City billed UMPA $3,455,151 for maintenance costs, as stipulated in the purchased power
agreement between Provo City and UMPA. UMPA has issued revenue bonds to purchase an interest in
various electrical generation facilities to provide power to its members.

Under the terms of the S-1 Power Sales Agreement, the members are obligated to pay their
proportionate share, based on energy purchases, of all operation and maintenance expenses and
debt service on the revenue bonds incurred by UMPA. Furthermore, they are obligated to
purchase all of their energy needs from the Agency.
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UMPA is governed by a six member board composed of the Mayor of each city. Despite the
imbalance in proportionate share of energy consumption, a majority vote is needed to approve
any significant activity. Below is a summary of the financial position of UMPA:

At June 30, 2006 -

Total assets '$ 61,100,239
Total liabilitics (61,096,889)
Total fund equity $ 3,350

For the year ended June 30, 2006

Total operating revenue  § 70,251,407
Total operating expenses (58,041,449)

Nonoperating revenue
and expense (12,209,958)
Net income (loss) $ .0

Complete financial statements for the agency may be obtained at Utah Municipal Power Agency,
40 South Main, Spanish Fork, UT 84660.

The South Utah Valley Solid Waste District (the District) was created May 11, 1989, for the
purpose of building and operating a landfill and transfer station. The District's membership
consists of seven municipalities. The City made an initial investment of $4,651,000, or 54
percent of the costs, to construct the facilities. ' '

A se-ven-me'mber board composed of the Mayor of each city govems the District. A voting
majority of Provo City and at least one other board member or a voting majority of all board

members excluding Provo City is needed to approve any significant activity. The City paid the
District $620,107 for user fees.

(The remainder of this page is left intentionally blank.)
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Below is a summary of the financial position of the District:

At June 30, 2006

Total assets $ 16,922,769
Total liabilities (3,058,221)
Total fund equity $ 13,864,548

For the year ended June 30,2006

Total operatingrevenue § 4,105,005
Total operating expenses (4,265,757)
Nonoperating revenue

and expense 325,307
Net income $ 164,555

Complete financial statements for the district may be obtained at South Utah Valley Solid Waste
District, 2450 West 400 South, Springville, UT 84663.

The Provo City/Utah County Ice Sheet Authority was created March 19, 1996, as a joint
venture between Provo City and Utah County for the purpose of financing, constructing,
maintaining and operating an Olympic ice sheet to be constructed at the Seven Peaks property in
Provo, Utah. The Ice Sheet Authority has entered into a Development Agreement with Seven
Peaks under which Seven Peaks has designed and constructed the Ice Sheet under the direction
and control of the Ice Sheet Authority.

The Ice Sheet Authority is governed by a six member board. Three members are from the Board
of County Commissioners of Utah County, three members are the Provo City Mayor, a member
of the City Council and a person appointed by the Mayor. Board decisions are made by a
majority of the members of a quorum of the Board of Directors.

The Ice Sheet Authority has entered into a Lease and Management Agreement with Seven Peaks
Management, as lessee, under which the Ice Sheet Authority will receive rental payments and
other remuneration for the operation and use of the ice sheet by Seven Peaks Management. The
Ice Sheet Authority and the Salt Lake Organizing Committee (SLOC) for the Olympic Winter
Games of 2002 entered into an Ice Sheet Use Agreement. Under this agreement, the Ice Sheet
Authority agreed to make the ice sheet available for the exclusive use of the SLOC in connection

with the Winter Olympics of 2002 and related events preceding and occurring after the Winter
Olympics of 2002.
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The City and the County agreed on a financing plan under which the Building Authority of Provo
City issued lease revenue bonds secured by (1) rental revenues derived under a Lease Agreement
by and between the Building Authority, as lessor, and the City, as lessee, (2) rental revenues
derived under a Sublease Agreement by and between the City, as sublessor, and the County, as
sublessee, (3) an assignment of the Lease and Sublease from the City and the County to the Ice
Sheet Authority, (4) an assignment of the pledge to the Building Authority of any revenues
received by the Ice Sheet Authority from Seven Peaks under the Lease and Management
Agreement, and (5) a pledge of revenues to be received by the Ice Sheet Authonty from SLOC
under the Ice Sheet Agreement for the use of the Ice Sheet by SLOC.

Belowisa summary of the financial position of the Ice Sheet Authority:

At June 30, 2006

Total assets $ 9,606,375
Total liabilities (2,752,829)
Total fund equity $ 6,853,546

For the year ended June 30, 2006

Total operating revenue  $ 0
Total operating expenses - (402,992)
Nonoperating revenue 558,933
and expense '
Net income $ 155,941

Complete financial statements for the Authority may be obtained at Provo City/Utah County Ice
Sheet Authority, C/O Provo City Finance Department, 351 West Center St., PO Box 1849,
Provo, UT 84603.

' The South Utah Valley Animal Services Special Services District (the District) is a political
subdivision of the State of Utah organized June 2003 for the purpose of animal control and
animal shelter services to the residents of Southern Utah County, Utah. The District's
membership consists of nine municipalities and Utah County. The City made an initial
investment of $20,888 or 42 percent of the startup costs, to operate the facility.

An eleven-member board governs the District. Each city included within the boundaries of the
District may appoint a member to the board. Each member of the board has one vote. A
majority vote of the members present is necessary to approve any agenda item before the board
The City paid the District $41,080 for operating costs.
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Below is a summary of the financial position of the District:

At June 30, 2006

Total assets $ 123,137
Total liabilities (36,646)
Total fund equity $ 86,491

For the year ended June 30, 2006

Total operating revenue  § 247,649

Total operating expenses (163,195)
Nonoperating revenue
and expense 2,037
Net income $ 86,491

Complete financial statements for the District may be obtained at South Utah Valley Animal
Services Special Service District, 582 West 3000 North, Spanish Fork, UT 84660.

NOTE 12 - POST-EMPLOYMENT

In addition to the pension benefits described in Note 13, the City provides post-retirement health
care and life insurance benefits in accordance with City policy, to all employees who retire from

- the City upon completing the requirements for the retirement plan participated in as detailed in

Note 13. Currently there are 94 retirees who meet those requirements. The City pays the retirees’
health care and life insurance premiums on a pay-as-you-go basis. The spouse is required to pay
the entire premium. Terminated employees under the COBRA Act are allowed to purchase the
same insurance policy at their own expense for a period of 18 months. The City paid $777,331 in
premiums for retirees during the fiscal year ended June 30, 2006.

(The remainder of this page is left intentionally blank.)
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The City participates in the Utah Retirement Systems (URS). The URS administers the
following separate retirement systems in which the City participates: the Local Governmental
Contributory Retirement System (Contributory System), the Local Governmental
Noncontributory Retirement System (Noncontributory System), the Public Safety Retirement
System (Public Safety System), and the Firefighters Retirement System (Firefighters System).

The Contributory System, the Noncontributory System and the Firefighters System are Cost-
Sharing Multiple Employer defined benefit pension plans. The Public Safety System is an
Agent-Multiple Employer defined benefit pension plan. The Systems: provide retirement
benefits, annual cost-of-living allowances, death benefits and refunds to plan members and
beneficiaries in accordance with retirement statutes established and amended by the State
Legislature. A brief summary of eligibility and benefits is as follows:

Public Safety &

‘ Contributory System Noncontributory System  Firefighters Systems
Required Service Years 30 years any age 30 years any age 20 years any age
Eligible for Benefit Age 20 years age 60 25 years any age 10 years age 60

) 10 years age 62 20 years age 62 4 years age 65
4 years age 65 10 years age 62
4 years age 65

The Systems have been established and are governed by the respective sections of Chapter 49 of
the Utah Code Annotated 1953, as amended, which also establishes the Utah State Retirement
Office (Office) for the administration of the Utah Retirement Systems and plans.

Chapter 49 places the Systems, the Office and related plans and programs, under the direction of
the Utah State Retirement Board (Board), whose members are appointed by the Governor. The
Systems issue a publicly available financial report that includes financial statements and required
supplementary information for the Systems and Plans. A copy of the report may be obtained by
writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake City, UT 84102, or by
calling 1-800-365-8772.

. In accordance with State law, certain exempt employees such as department heads, the Chief
Administrative Officer, the Mayor, and City Council members, have the option to elect out of the
URS. The City has allowed these employees to put the 13.95 percent that is the City's
contribution into privately administered retirement plans or to receive it as additional
compensation. All other employees are required to join the URS.

(The remainder of this page is left intentionally blank.)
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Cost-Sharing Multiple Employer Plans

The required contribution rates in effect from July 1, 2005, through June 30, 2006, are as follows
figured on the covered salary for the eligible employees:

2

Contribution Rates
Employee Employer Paid
Paid For Employee Employer
Contributory System N/A 6.00% ' 7.080%
Non-contributory System NA NA 11.090%
Firefighters System NA 7.83% N/A

The contribution rates are the actuarially determined rates and are approved by the Board as
authorized by Chapter 49.

The City’s contributions for the current year and each of the two preceding years are as follows:

Year Employer
Ended Employee Paid for
System June 30 Paid Employee Employer
Contributory System 2006 0 $123418 $ 145,633
2005 0 129,023 152,247
2004 0 129,374 120,964
Noncontributory 2006 N/A N/A 2,005,861
System 2005 N/A NA 1,905,373
2004 N/A N/A 1,591,344
Firefighters System 2006 0 311,098 0
2005 0 308,314 0
2004 0 303,757 0

The contributions were equal to the required contributions for each year.
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Agent — Multiple Employer Plan

The required contribution rates in effect from July 1, 2005, through June 30, 2006, are as follows,
figured on the covered salary for the eligible employees: _

Contribution Rates
Employee Employer Paid
Paid For Employee Employer
Public Safety System 5.61% 7.93% 12.220 %

The contribution rates are the actuarially determined rates and are approved by the Board as
authorized by Chapter 49.

The City’s contributions for the current year and each of the two preceding years are as follows:

Year Employer
Ended Employee = Paid for
System June 30 Paid Employee Employer
Public Safety System 2006 $247,460 $349,797 $539,030
2005 249,794 353,097 544,115
2004 187,450 411,148 479,673

The contributions were equal to the required contributions for each year.

The annual pension cost, the percentage of annual pension cost contributed and the net pension
obligation at year end for the current year and each of the two preceding years are as follows:

Year Percentage of
Ended  Annual Pension Annual Pension Net Pension
System June 30 Cost Cost Obligation
Contributed
Public Safety System 2006 $1,139,287 100% - %0
2005 1,147,007 100% 0
2004 1,078,271 100% 0

For the fiscal year ended June 30, 2006, the City’s Public Safety System’s annual pension cost of
$1,139,287 was equal to the City’s required and actual contributions. The required contribution
was determined as part of the January 1, 2005, actuarial valuation using the entry age normalcost
method. The actuarial assumptions include (a) 8 percent investment rate of return (net of

82




PROVO CITY CORPORATION
Notes to the Financial Statements
JUNE 30, 2006
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administrative expenses), (b) assumed projected salary increases by 4.5 percent (3.5 percent from
inflation and 1.00 percent from membership growth), and (c) 2.5 percent cost-of-living
adjustment. Both (a) and (b) include an inflation component of 3.5 percent. The actuarial value
of the City’s Public Safety assets was determined using techniques that smooth the effects of
short-term volatility in the fair value of investments over a five-year period. The City’s Public
Safety unfunded actuarial accrued liability is being amortized over 20-year amortization period.
Amortization payments are designed to remain level as a percent of a payroll.

Required supplementary information:

Schedule of Funding Progress for Provo City Public Safety

A B C D E F
Actuarial Actuarial Actuarial Unfunded UAAL asa
Valuation Value of Accrued AAL Funding Covered Percent of
Date Assets Liability (UAAL) Ratios Payroll Covered Payroll

(AAL) (B-A) _(A/B) (C/E)
12-31-05 $26,857,000  $31,921,000 $5,064,000 84% $4,626,000 110%
1-1-05 25,302,000 30,072,000 4,770,000 84% 4,402,000 108%
1-1-04 2,546,000 28,009,000 3,463,000 88% 4,482,000 7%

The Provo City Public Safety System amortization period was open at June 30, 2006.
Notes to required supplementary schedules:
(1) Schedule of Funding Progress

The information contained in the schedule of funding progress is based on the actuarial study
dated January 1, 2005. The actuarial accrued liability is presented based on the report generated
by that study conducted by Gabriel, Roeder Smith & Company. The actuarial value of assets for
that date is based on a smoothed expected investment income rate. Investment income in excess
or shortfall of the expected 8 percent return on fair value is smoothed over a five-year period
with 20 percent of a year’s excess or shortfall being recognized each year beginning with the
current year. The calculations for this smoothing process are disclosed in note 5 of the notes to
the basic financial statements of the URS pages 48 and 49.

(2) Schedules of Employer Contributions
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The required employer contributions and percent of those contributions actually made are
presented in the schedule.

(3) Actuarial AssumptionS

The information presented in the requifed supplementary schedules was determined as part of the
actuarial valuations at the dates indicated.

Defined Contribution Plans

The City participates in a 401(k) plan managed by the URS. All full-time regular municipal
employees are eligible to participate in this plan. Although not required by the URS to contribute
to the 401(k) plan, the City contributed .37 percent of salaries for employees in the Contributory
System, 11.43 percent of salaries for employees in the Firefighter’s System and 2.36 percent of
salaries for employees in the Noncontributory System during fiscal year ended June 30, 2006.
The City's contributions to the 401(k) plan are made to provide parity in the City's contribution
rate to the four different systems in which its employees participate. The City contributed
$1,302,272 to the plan during fiscal year ended June 30, 2006.

NOTE 14 - RESTRICTIONS ON FUND BALANCES
General Fund and Debt Service Funds

State statutes allow the use of accumulated fund balance of the General Fund for the following:
(1) to finance operations from the beginning of a fiscal year until revenue is collected, (2) to meet
- emergency expenditures resulting from natural disasters, and (3) to cover unanticipated deficits
in future years. Also, the Class “C” Road Grant monies are designated for certain road uses by
Utah State law. Unexpended 2006 grant money is accounted for in the General Fund. Any fund
balance in the Debt Service funds after retirement of all general long-term debt must be
transferred to the General Fund. ;

Restricted Net Assets

In the government-wide financial statements, GASB No. 34 requires the City to separately report
certain restricted assets, revenues, and balances. Net assets should be reported as restricted when
constraints placed on net asset use are either (1) externally imposed by creditors, grantors,
contributors, or laws or regulations of other governments, or (2) imposed by law through
constitutional provisions or enabling legislations. The restricted net assets for the City are as
follows: '
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NOTE 14 - RESTRICTIONS ON FUND BALANCES (continued)

Governmental Business-type
Activities Activities
Restricted for capital projects
Capital projects $ 7,306,056 $ 8,789,442
Restricted for debt service
Debt service reserve 541,702 0
Storm Drain Debt Service Reserve 0 735,000
Energy 2002 Bonds 0 211,928
Energy 2003 A Bonds 0 2,576,016
Telecommunications Bonds 0 1,082,053
Total restricted for debt service 541,702 4,604,997
Total restricted net assets $ 7,847,758 $ 13,394,439

NOTE 15 - MAJOR UTILITY CUSTOMER

The City, through its Energy Fund and Water Fund, delivers power and water to a major
customer. The gross sales to this customer approximate 12.5 percent of the gross energy dollar
sales and 4.3 percent of gross water dollar sales.

(The remainder of this page is left intentionally blank.)
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NOTE 16 - REDEVELOPMENT AGENCY

During fiscal year 2006, the Redevelopment Agency of Provo City collected tax increment funds
of $1,147,781 for the Central Business District Project, Project Area Number 4, and the South
University Avenue Project. This included $119,335 of “additional” tax increment funds for a
cultural arts facility, i.e., the City’s downtown performing arts center project. The
Redevelopment Agency did not pay tax increment funds to any taxing agencies for projects
during fiscal year 2006.

The following is a list of outstanding principal amounts of bonds or other contractual |
commitments associated with projects:

Tax Increment Series 2005 Revenue Bonds $ 2,100,000
("additional" Increment-performing arts center)

Contract Balances ‘
Boyer/NuSkin Office Bldg 139,649
Conference Center 2,474,619
- Dillards Department Stores 1,486,028
Provo Towne Center Mall 9,073,608
Total Contract Balances $ 10,973,904

The Redevelopment Agency is obligated to pay 8 percent annual interest on the remaining
balance of the $9,073,608 to Provo Towne Centre Mall calculated from May 15, 1997. The
balance shown is after the fiscal year 2006 payment and includes accrued interest. Tax increment
proceeds will be applied to interest owed first.

The Redevelopment Agency had $1,779 in administrative expenditures for tax increment projects
during the fiscal year.

(The remainder of this page is left intentionaily blank.)
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NOTE 17 - STEWARDSHIP. COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The general, special revenue, debt service and capital improvement funds budgets are adopted on
a basis consistent with Generally Accepted Accounting Principles. Actual expenditures and
operating transfers out may not legally exceed budget appropriations at the department level for
the General fund and the fund level for all other funds.

Annual budgets for the fiscal year commencing July 1 are legally adopted by resolution of the
Provo City Council on or before June 22 and after public hearings. The operating budget
includes proposed expenditures and revenue sources. Amendments to the annual budget are

made throughout the fiscal year by resolution of the Provo Municipal Council after a public
hearing.

Budgetary control is maintained at the department level for the General Fund and at the fund
level for all other funds. The Department Head may transfer from one category to another upon
review and approval of the Budget Officer. Budget cannot be legally transferred from
department to department for the General Fund without the approval of the Municipal Council.

Encumbrance accounting is used by the City to assure effective budgetary control and
accountability. Unencumbered appropriations lapse at year-end. Encumbered amounts carry over
to the subsequent year. The budget in all funds is reduced at year-end by the amount of the
reserve for encumbrances and is added to the ensuing year with administrative approval.

Encumbrances represent commitments related to unperformed contracts for goods or services.
Encumbrances outstanding at year-end are reported as reservations of fund balance since they do
not constitute expenditures or liabilities. While appropriations lapse at the end of the fiscal year,
the succeeding year's budget ordinance specifically provides for the reappropriation of year-end
encumbrances.

(The remainder of this page is left intentionally blank.)
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NOTE 17 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
.(continued)

Capital projects funds are budgeted on a project basis. However, unused appropriations are
transferred forward into the new fiscal year as approved by the Mummpal Council in the original
budget

NOTE 18 - RECONCILIATION OF GOVERNMENTAL FUNDS TO
'GOVERNMENT-WIDE FINANCIAL STATEMENTS

When comparing the capital assets reported on the statement of net assets for governmental funds
with the amount reported on the reconciliation between the fund statements and the statement of
net assets, there is a difference. The reason the numbers are not the same is because the
statement of net assets includes the capital assets of the internal service funds because they
primarily benefit governmental funds. The same is true with long-term liabilities. In the
reconciliation, the net assets of the internal service funds are reported on one line to explain the
difference. The following is a schedule that shows the balances in governmental funds and
internal service funds for capital assets and liabilities.

Governmental Reported in Internal Service Governmental
Funds Fund Statements Funds Activities

Statement of Net Assets:

Capital assets $ 350,417,755 $ 0 $ 24,621,995 $ 375,039,750

Accumulated depreciation (93,016,316) 0 (15,494,541) (108,510,857)

Net 257,401,439 * 0 9,127,454 266,528,893 **

Accrued compensated absences 3,770,306 * 0 175,825 3,946,131 **
~ (includes current portion)

Bonds payable 25,186,005 0 0 25,186,005

Notes payable 5,728,719 0 0 5,728,719

Leases payable 849,594 0 2,996,591 3,846,185

Long-term liabilities 31,764,318 * 0 2,996,591 34,760,909 **

(includes current portion)

Statement of Activities:

Capital outlay 11,306,696 ‘ 0 0 11,306,696

Depreciation (5,603,493) 0 0 (5,603,493)

Net $ 5,703,203 *+* § 0 $ 0 $ 5,703,203

* Reported on reconciliation of the balance sheet for governmental funds to statement of net
assets.

** Reported on the statement of net assets in the governmental funds column.

*#% Reported on reconciliation of the statement of revenues, expenditures and changes in fund
balance to the statement of activities.



PROVO CITY CORPORATION
Notes to the Financial Statements

NOTE 19 — INTEREST EXPENSE

JUNE 30, 2006

The following is a schedule that shows the amount of interest that was paid during the year,
accrued at the end of the year and the total interest charged to expense:

Beginning _ Ending
Accrued Incurred Expensed Capitalized Accrued
Govemnmental funds $ 381,476 $ (1,310,029) § 1,437,818 § 0 s 509,265
Internal service funds 37,473 (120,682) 121,212 0 38,003
Enterprise funds 969,397 (4,003,392) 1,578,459 2,406,500 950,964
Total $ 1,388,346 § (5,434,103) § 3,137,489 3 2,406,500 § 1,498,232

(The remainder of this page is left intentionally blank.)
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Assets
Cash
Restricted cash
Accounts receivable
Loans receivable
Note receivable
Investment in land
Due from other funds

Total Assets

Liabilities & Fund Balance
Liabilities:
Accounts payable
Deferred revenue
Unearned reévenue
Accrued liabilities
Due to other funds
Total Liabilities

Fund Balance
Reserve for land held for resale
Reserve for projects
Reserve for encumbrances
Unreserved/undesignated
Total Fund Balance

Total Liabilities & Fund Balance

PROVO CITY CORPORATION

Combining Balance Sheet
Other Governmental Funds

As of June 30, 2006
Special Revenue
Business

Commercial Development

Library Arts Council Winterfest Rehab Loans
$4,550,628 $11,386 $27,366 $0 $0
0 0 0 42,681 350,432
2,796,216 0 350 0 0
0 0 0 67,856 530,523
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
$7,346,844 $11,386 $27,716 $110,537 $880,955
$71,059 $7,928 $3,756 $0 $800
0 0 350 67,856 530,523
2,675,638 0 0 0 0
65,087 2,216 0 0 0
0 0 0 0 0
2,811,784 10,144 4,106 67,856 531,323
0 0 0 0 0
.0 0 0 0 0
9,290 0 0 : 0 0
4,525,770 1,242 23,610 42,681 349,632
4,535,060 1,242 23,610 42,681 349,632
$7,346,844 $11,386 $27,716 $110,537_ $880,955
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Special Revenue
Homebuyer Special _
Rental Housing Tax Assistance Purpose New Provo
Rehab C.D.B.G. Rehab Increment Revolving Grant Development Foundation
$0 $0 $0 $0 $0 $0 $0 $0
467,673 0 851,591 5,789,018 153,322 0 1,077,526 4,059,422
0 307,674 15 9,606 0 0 0 0
663,846 0 1,134,415 0 0 0 8,733 0
0 0 0 0 0 0 0 120,000
0 0 0 0 0 0 0 0
0 590,512 0 0 0 0 0 0
$1,131,519 $898,186 $1,986,021 $5,798,624 $153,322 $0 $1,086,259 $4,179,422
$0 $17,083 $0 $403,961 $0 $0 ($4,531) $378
663,846 0 1,134,415 0 0 0 8,733 120,000
0 0 0 0 0 0 0 0
0 13,638 0 0 0 0 0 0
0 837,475 130,587 2,087,587 48,000 275 8,560 0
663,846 868,196 1,265,002 2,491,548 48,000 275 12,762 120,378
0 0 0 0 0 0 . 0 0
0 0 0 0 0 0 0 4,059,044
0 404,849 315,762 249,572 0 651,007 0 0
467,673 (374,859) 405,257 3,057,504 105,322 (651,282) 1,073,497 0
467,673 29,990 721,019 3,307,076 105,322 (275) 1,073,497 4,059,044
$1,131,519 $898,186 $1,986,021 $5,798,624 $153,322 $0 $1,086,259 $4,179,422
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PROVO CITY CORPORATION
Combining Balance Sheet
Other Governmental Funds
As of June 30, 2006

Special Revenue Capital Projects
Mountain ~ Economic Special
CNR.C.C. Vista Development Improvement
Assets ‘
Cash $0 $0 $0 $7,580
Restricted cash 421,652 498,973 0 0
Accounts receivable 0 0 4,800 0
Loans receivable 1,507,425 0 0 0
Note receivable 0 0 0 0
Investment in land 210,816 0 0 0
Due from other funds ‘ 0 0 1,047,465 0
Total Assets $2,139,893 $498,973 $1,052,265 $7,580
Liabilities & Fund Balance
Liabilities: _
Accounts payable $25,003 $6,500 $3,108 $0
Deferred revenue ’ 1,507,425 0 . 0 0
Unearned revenue 0 26,367 0 0
Accrued liabilities ‘ 0 0 0 0
Due to other funds 403,365 0 .0 0
Total Liabilities 1,935,793 32,867 3,108 0
Fund Balance
Reserve for land held for resale 210,816 0 0 0
Reserve for projects 0 0 0 0
Reserve for encumbrances 0 674,874 138,710 0
‘Unreserved/undesignated (6,716) (208,768) 910,447 7,580
Total Fund Balance 204,100 466,106 1,049,157 7,580
Total Liabilities & Fund Balance $2,139,893 $498,973. $1,052,265 $7,580
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Debt Service

Total

Other
Debt Building Commercial Governmental

Service Authority Guaranty Funds
$626,020 $0 $349,783 $5,572,764
4,702 546,905 0 14,263,896
3,064,864 1,968 0 6,185,493
0 0 0 3,912,798
0 0 0 120,000
0 0 0 210,816
0 0 84,392 1,722,369
$3,695,586 $548,873 $434,175 $31,988,136
$0 $464,756 $0 $999,801
0 0 0 4,033,148
2,931,649 0 0 5,633,654
0 0 0 80,941
0 84,117 0 3,599,966
2,931,649 548,873 0 14,347,510
0 0 0 210,816
0 0 0 4,059,044
0 0 0 2,444,064
763,937 0 434,175 10,926,702
763,937 0 434,175 17,640,626
$3,695,586 $548,873 $434,175 $31,988,136
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PROVO CITY CORPORATION
Combining Statement of Revenues, Expenditures and
Changes in Fund Balances
Other Governmental Funds
* For the year ended June 30, 2006

Special Revenue
Commercial
Library Arts Council Winterfest Rehab
Revenues:
Taxes $3,307,399 $0 $0 $0
Intergovernmental 47,750 625 0 0
Charges for services 276,744 0 0 0
Interest income 191,274 317 1,156 1,099
Loan principal repayments 0 0 0 0
Loan interest repayments 0 0 0 0
Lease income 0 0 0 0
Miscellaneous 4,790 14,925 46,084 0
Total revenues 3,827,957 15,867 47,240 1,099
Expenditures:
Current:
General government 0 - 0 0 0
Culture and recreation 3,362,758 154,948 59,362 0
Community revitalization 0 0 0 546
Total current expenditures 3,362,758 154,948 59,362 546
Debt service:
Interest expense 0 0 0 0
Rent/Lease 11,100 1,350 0 0
Principal on debt 0 0 0 0
Service fees on debt 0 0 0 0
Debt cost of issuance 0 0 0 0
Bond premium 0 0 0 0
Total debt service 11,100 1,350 0 0
Capital outlay:
Capital outlay 0 0 0 0
Total expenditures 3,373,858 156,298 59,362 546
Excess (deficiency) of revenues over (under)
expenditures 454,099 ( 140,431) (12,122) 553
Other financing sources (uses):
Transfers from other funds 31,774 139,449 13,000 0
Transfers to other funds (21,895) 0 0 0
Proceeds from land sales 0 0 0 0
Issuance of debt _ 0 . 0 0
Total other financing sources (uses) 9,879 139,449 13,000 0
Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses 463,978 (982) 878 553
Fund balance beginning as originally stated 4,071,082 2,224 22,732 42,128
Prior period adjustment 0 0 0 0
Fund balance at beginning of year, as restated - 4,071,082 2,224 22,732 42,128
Fund balance at end of year - $4,535,060 $1,242 $23,610 $42,681
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Special Revenue
Business Homebuyer Special
Development Rental Housing Tax Assistance Purpose
Loans Rehab C.D.B.G. Rehab Increment Revolving Grants

$0 $0 $0 $0 $1,147,781 $0 $0

0 0 1,516,246 0 0 0 342,818

0 0 0 0 0 0 0

19,965 18,272 (2,879) 29,689 111,322 0 0
147,335 42,288 0 336,647 954 0 0
21,871 43 0 899 98 0 0

0 0 0 0 0 0 0

0 0 158,967 0 138,527 ] 0

189,171 60,603 1,672,334 367,235 1,398,682 0 342,818
0 0 0 0 0 0 0

0 0 0 0 0 0 0

478,359 2,120 1,467,388 - 6,070 1,610,242 48,000 343,093
478,359 2,120 1,467,388 6,070 1,610,242 48,000 343,093
0 0 56,781 0 0 0 0

0 0 44,783 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 21,000 0 0

0 0 0 0 31,903 0 0

0 0 0 0 0 0 0

0 0 101,564 0 52,903 0 0

0 0 0 0 0 0 0
478,359 2,120 1,568,952 6,070 1,663,145 48,000 343,093
(289,188) 58,483 103,382 361,165 (264,463) { 48,000) (275)
0 0 580,878 0 338,188 201,322 0

0 (109,492) (925,530) (192,482) 0 ( 48,000) 0

0 0 0 0 0 0 0

0 0 0 0 2,100,000 0 0

0 (109,492) (344,652) (192,482) 2,438,188 153,322 0
(289,188) ( 51,009) (241,271) 168,683 2,173,725 105,322 (275)
638,820 518,682 271,261 552,336 1,471,539 1] 0
0 0 0 0 (338,188) 0 0
638,820 518,682 271,261 552,336 1,133,351 0 0
$349,632 $467,673 $29,990 $721,019 $3,307,076 $105,322 ($275)
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Revenues:

Taxes
Intergovernmental
Charges for services
Interest income
Loan principal repayments
Loan interest repayments
Lease income
Miscellaneous

Total revenues

Expenditures:
Current:
General government
Culture and recreation
Community revitalization
Total current expenditures

Debt service:
Interest expense
Rent/Lease
Principal on debt
Service fees on'debt
Debt cost of issuance
Bond premium

Total debt service

Capital outlay:
Capital outlay
Total expenditures

Excess (deficiency) of revenues over (under)
expenditures

Other financing sources (uses):
Transfers from other funds
Transfers to other funds
Proceeds from land sales
Issuance of debt
Total other financing sources (uses)

Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses

Fund balance beginning as originally stated
Prior period adjustment

Fund balance at beginning of year, as restated

Fund balance at end of year

PROVO CITY CORPORATION

Combining Statement of Revenues, Expenditures anc

Changes in Fund Balances
Other Governmental Funds

For the year ended June 30, 2006

Special Revenue

New Provo

Development Foundation CN.RC.C.

$0 $0 $0

0 7,000 0

0 0 568,918
50,258 104,871 0
67,470 0 0
4,078 0 0

0 0 0
473,563 2,031,652 0
595,369 2,143,523 568,918
0 0 0

0 0 0
530,412 58,827 1,159,968
530,412 58,827 1,159,968
0 0 0

0 2,450 0

0 0 0

0 0 0

0 0 0

0 0 0

0 2,450 0

0 0 0
530,412 61,277 1,159,968
64,957 2,082,246 (591,050)
0 0 320,597
(8,560) (23,530) (485,139)
0 28,930 (16,402)

0 0 0
(8,560) 5,400 (180,944)
56,396 2,087,646 (771,994)
1,017,101 1,971,398 976,094
0 0 0
1,017,101 1,971,398 976,094
$1,073,497 $4,059,044 $204,100
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Capital Projects Debt Service
Total
Other
Mountain Economic Special Debt Building Commercial Governmental
Vista Development Improvement Service Authority Guaranty Funds
$0 $0 $0 $3,654,251 $0 $0 $8,109,431
438,944 20,000 0 0 0 0 2,373,383
0 0 0 0 0 0 845,662
21,847 28,822 383 39,986 0 18,370 634,750
0 0 0 0 0 0 594,694
0 0 0 0 0 0 26,988
-0 66,481 0 0 660,423 0 726,905
189,716 0 0 761 0 0 3,058,985
650,507 115,303 383 3,694,998 660,423 18,370 16,370,798
0 0 0 5,610 0 0 5,610
0 0 0 0 0 0 3,577,068
0 0 0 0 0 0 5,705,025
0 0 0 5,610 0 0 9,287,703
0 0 0 999,377 208,998 0 1,265,155
0 68,251 0 0 0 0 127,934
0 0 0 6,132,818 450,000 0 6,582,818
0 0 0 6,702 1,425 0 29,127
0 0 0 63,155 0 0 95,058
0 0 0 (116,529) 0 0 (116,529)
0 68,251 0 7,085,523 660,423 0 7,983,563
520,681 115,471 0 0 0 0 636,152
520,681 183,722 0 7,091,133 660,423 0 17,907,418
129,826 ( 68,419) 383 ( 3,396,135) 0 18,370 (1,536,620)
0 0 0 306,405 0 0 1,931,613
0 0 0 0 0 0 (1,814,628)
0 0 0 0 0 0 12,528
0 0 0 3,210,087 0 0 5,310,087
0 0 0 3,516,492 0 0 5,439,600
129,826 (68,419) 383 120,358 0 18,370 3,902,980
336,280 1,117,576 1,197 643,579 0 415,805 14,075,834
0 0 0 0 0 0 (338,188)
336,280 1,117,576 7,197 643,579 0 415,805 13,737,646
$466,106 $1,049,157 $7,580 $763,937 $0 $434,175 $17,640,626
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Revenues:
Impact fees
State grant
Charge for services
Interest income
Miscellaneous
Total revenues

Expenditures:
Current;
Salarics and wages
Employee benefits
Operating expenses
Total current expenditures

Debt service:
Rent/Lease
Debt cost of issuance
Total debt service

Total expenditures

PROVO CITY CORPORATION
General CIP Fund
- Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Excess (deficiency) of revenues over (under)

expenditures

Other financing sources (uses):
Transfer from general fund
Transfer from facilitics maint
Transfer to airport cip

Transfer to vehicle management

Proceeds from land sales
Issuance of debt

Total other financing sources (uses):

Excess (deficiency) of revenues and other
financing sources over (under) expenditures

and other financing uses

Fund balance at beginning of year

Fund balance at end of year

Actual Budget Variance
$736,833 $0 $736,833
96,709 0 96,709
144,463 104,300 40,163
278,277 67,644 210,633
585,411 6,531,516 (5,946,105)
1,841,693 6,703,460 (4,861,767)
18,126 0 (18,126)
1,920 0 (1,920)
4,421,351 4,511,326 89,975
4,441,397 4,511,326 69,929
366 0 (366)
0 0 0
366 0 (366)
4,441,763 4,511,326 69,563
( 2,600,070) 2,192,134 (4,792,204)
665,000 780,000 (115,000)
110,000 110,000 0
(11,270) (11,270) 0
(53,486) (53,486) 0
9,594 0 9,594
5929913 5,970,796 (40,883)
6,649,751 6,796,040 (146,289)
4,049,681 $8,988,174 (84,938,493)
4,932,905
98,982,586
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PROVO CITY CORPORATION
Library Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Actual Budget Variance
Revenues:

Property taxes $2,962,429 $2,813,379 $149,050

Vehicle taxes 344,970 288,250 56,720

Federal grant 27,784 25,084 2,700

State grant : 19,966 19,966 0

Charge for services 276,744 252,200 24,544

Interest income 191,274 97,194 94,080

Miscellaneous 4,790 12,000 (7,210)
Total revenues 3,827,957 3,508,073 319,884

Expenditures:
Current: ,

Salaries and wages 1,578,758 1,558,492 ( 20,266)

Employee benefits 503,081 533,831 30,750

Operating expenses 1,280,920 1,304,461 23,541
Total current expenditures 3,362,758 3,396,784 34,025

Debt service:

Rent/Lease 11,100 12,000 900
Total debt service 11,100 12,000 900
Total expenditures 3,373,858 3,408,784 34,925

Excess (deficiency) of revenues over (under)
expenditures 454,099 99,289 354,809
Other financing sources (uses):

Transfer from employee benefits 31,774 31,774 0

Transfer to employee benefits (21,895) (21,896) 1
Total other financing sources (uses): 9,879 9,878 0

Excess (deficiency) of revenues and other

financing sources over (under) expenditures

and other financing uses 463,978 $109,167 $354,809
Fund balance at beginning of year 4,071,082
Fund balance at end of year $4,535,060
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PROVO CITY CORPORATION
Arts Council Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Actual : Budget Variance
Revenues:

Federal grant $625 $0 $625

Interest income 317 0 317

Miscellaneous 14,925 21,000 (6,075)
Total revenues 15,867 21,000 _ (5,133)

Expenditures:
Current: _ _

Salaries and wages 60,018 61,117 1,099

Employee benefits 23,092 23,271 179

Operating expenses 71,838 71,811 (27)
Total current expenditures 154,948 156,199 - 1,251

Debt service: . .

Rent/Lease 1,350 4,250 2,900
Total debt service ‘ _ 1,350 4,250 2,900
Total expenditures 156,298 160,449 4,151

Excess (deficiency) of revenues over (under)
expenditures (140,431) ( 139,449) (982)
Other financing sources (uses): :

Transfer from general fund 138,115 138,115 0

Transfer from employee benefit 1,334 1,334 0
Total other financing sources (uses): 139,449 139,449 0

Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses (982) $0 ($982)
Fund balance at beginning of year 2,224
Fund balance at end of year $1,242
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PROVO CITY CORPORATION

Winterfest Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

: Actual Budget Variance
Revenues:

Interest income $1,156 $0 $1,156

Miscellaneous 46,084 48,934 (2,850)
Total revenues 47,240 48,934 {1,694)

Expenditures:
Current:

Operating expenses 59,362 60,000 638
Total current expenditures 59,362 60,000 638
Total expenditures 59,362 60,000 638

Excess (deficiency) of revenues over (under)
expenditures (12,122) ( 11,066) ( 1,056)
Other financing sources (uses):
Transfer from general fund 13,000 13,000 0
Total other financing sources (uses): 13,000 13,000 . 0
Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses 878 $1,934 ($1,056)
Fund balance at beginning of year 22,732
$23,610

Fund balance at end of year
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PROVO CITY CORPORATION

: Commercial Rehab Fund
Comparative Schedule of Revenues, Expenditures and

Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Revenues:
Interest income
Total revenues

Expenditures:
Current:
Operating expenses
- Total current expenditures
Total expenditures

Excess (deficiency) of revenues over (under)
expenditures

Excess (deficiency) of revenues and other
financing sources over (under) expenditures

and other financing uses

Fund balance at beginning of year

Fund balance at end of year

Bl_.ldget

Actual Variance

$1,099 $1,870 (8771)
1,099 - 1,870 (771)

546 824 278

546 824 278

546 824 278
553 1,046 (493)
553 $1,046 (8493)

42,128

$42,681
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. PROVO CITY CORPORATION
Business Dev. Corp. of Provo Fund
Comparative Schedule of Revenues, Expenditures and
. Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Revenues:
Interest income
Principal payments
Interest payments
Miscellaneous
Total revenues

Expenditures:
Current:

Operating expenses
Total current expenditures
Total expenditures

Excess (deficiency) of revenues over (under)
expenditures

Excess (deficiency) of revenues and other

financing sources over (under) expenditures
and other financing uses

Fund balance at beginning of year

Fund balance at end of year

Actual Budget Variance
$19,965 $22,000 - ($2,035)
147,335 187,404 -(40,069)

21,871 69,648 (47,777)
0 10,843 (10,843)
189,171 289,895 (100,724)
478,359 490,069 11,710
478,359 490,069 11,710
478,359 490,069 11,710
(289,188) ( 200,174) (89,014)
(289,188) ($200,174) ($89,014)

638,820

___ $349632
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PROVO CITY CORPORATION

Rental Rehab Fund

Comparative Schedule of Revenues, Expenditures and

Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

‘ Actual Budget -Variance
Revenues: '

Interest income © $18,272 $7,300 10,972

Principal payments 42,288 42,310 (22)

Interest payments 43 850 (807)
Total revenues 60,603 50,460 10,143

Expenditures:
Current:

Operating expenses ‘ 2,120 3,467 1,347
Total current expenditures 2,120 3,467 1,347
Total expenditures 2,120 3,467 1,347

Excess (deficiency) of revenues over (under) _ ,

expenditures _ 58,483 46,993 11,490

Other financing sources (uses):
Transfer to general fund (109,492) (109,492) 0
Total other financing sources (uses): (109,492) (109,492) 0
Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses (51,009) (862,499) $11,490
Fund balance at beginning of year 518,682
Fund balance at end of year $467,673
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Comparative Schedule of Revenues, Expenditures and

PROVO CITY CORPORATION

C.D.B.G. Fund

Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Actual Budget Variance
Revenues:
Federal grant $1,516,246 $2,001,549 ($485,303)
Interest income (2,879) 0 (2,879)
Miscellaneous 158,967 379,400 (220,433)
Total revenues 1,672,334 2,380,949 (708,615)
Expenditures:
Current:
Salaries and wages 261,147 350,570 89,423
Employee benefits 136,217 149,780 13,563
Operating expenses 1,070,024 1,988,456 918,432
Total current expenditures 1,467,388 2,488,806 1,021,418
Debt service:
Rent/Lease 44,783 53,000 8,217
Interest on debt 108 loan 53,882 0 (53,882)
Interest - cash accounts 2,899 0 (2,899)
Total debt service 101,564 53,000 (48,564)
Capital outlay:
Capital outlay : 0 7,000 7,000
Total expenditures 1,568,952 2,548,806 979,854
Excess (deficiency) of revenues over (under)
expenditures : 103,382 (167,857) 271,239
Other financing sources (uses):
Transfer from housing rehab 41,160 0 41,160
Transfer from CNRCC 483,158 79,793 403,365
Transfer from new development 8,560 0 8,560
Transfer from Homebuyer Assist 48,000 0 48,000
Transfer to general fund _ (79,793) (79,793) 0
Transfer to Justice Court (475,140) (475,140) 0
Transfer to housing rehab 0 (130,587) 130,587
Transfer to CNRCC (320,597) (320,597) 0
Transfer to homebuyer assistance ( 50,000) ( 50,000) 0
Total other financing sources (uses): ( 344,652) (976,324) 631,672
Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses (241,271) ($1,144,181) $902,911
Fund balance at beginning of year 271,261
Fund balance at end of year $29,990
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PROVO CITY CORPORATION
Housing Rehabilitation Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual

For the year ended June 30, 2006

Actual Budget Variance
Revenues:

Interest income $29,689 $20,000 $9,689

Principal payments 336,647 126,062 210,585

Interest payments 899 4,739 (3,840)

Loan interest repayments 367,234 150,801 216,433

Miscellaneous 0 6,592 (6,592)
Total revenues 367,235 157,393 209,842

Expenditures:
Current:

Operating expenses 6,070 21,592 15,522
Total current expenditures 6,070 21,592 15,522
Total expenditures 6,070 21,592 15,522

Excess (deficiency) of revenues over (under)
expenditures 361,165 135,801 225,364
Other financing sources (uses):

Transfer from CDBG 0 130,587 (130,587)

Transfer to CDBG (41,160) (41,160) 0

Transfer to homebuyer assistance (151,322) (151,322) 0
Total other financing sources (uses): (192,482) (61,895) (130,587)

Excess (deficiency) of revenues and other

financing sources over (under) expenditures

and other financing uses 168,683 $73,906 $94,777
Md balance at beginning of year 552,336
Fund bahnce at end of year $721,019

108




PROVO CITY CORPORATION
Tax Increment Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

“Actual Budget Variance
Revenues:
Property taxes $1,147,781 $1,440,000 (8292,219)
Interest income 111,322 24,000 87,322
Principal payments ' 954 3,000 (2,046)
Interest payments 98 600 (502)
Miscellaneous 138,527 1,052,198 (913,671)
- Total revenues 1,398,682 2,519,798 (1,121,116)
Expenditures:
Current:
Operating expenses 1,610,242 2,818,414 1,208,172
Total current expenditures 1,610,242 2,818,414 1,208,172
Debt service:
Service fees on debt 21,000 21,000 0
Debt cost of issuance 31,903 31,903 0
Total debt service 52,903 52,903 0
Total expenditures 1,663,145 3,041,317 1,378,172
Excéss (deficiency) of revenues over (under)
expenditures (264,463) (521,519) 257,056
Other financing sources (uses):
Transfer from general fund 338,188 338,188 0
Issuance of debt 2,100,000 2,100,000 0
Total other financing sources (uses): 2,438,188 2,438,188 0
Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses 2,173,725 $1,916,669 $257,056
Fund balance at beginning of year, as restated 1,133,351
Fund balance at end of year $3,307,076
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PROVO CITY CORPORATION
Homebuyer Assistance Revelving Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Budget

Actual Variance -
Revenues:

Charge for services ‘ $0 $21,030 ($21,030)

Total revenues : 0 21,030 (21,030)
Expenditures:
Current:

Operating expenses 48,000 48,000 0
Total current expenditures ' 48,000 48,000 0
Total expenditures 48,000 48,000 0

Excess (deficiency) of revenues over (under) _
expenditures (48,000) (26,970) (21,030)
Other financing sources (uées):

Transfer from CDBG 50,000 50,000 0

Transfer from housing rehab 151,322 0 151,322

Transfer to CDBG (48,000) 0 (48,000)
Total other financing sources (uses): ‘ 153,322 50,000 103,322

Excess (deficiency) of revenues and other

financing sources over (under) expenditures

and other financing uses 105,322 $23,030 - $82,292
Fund balance at beginning of year 0
Fund balance at end of j’ear $105,322
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PROVO CITY CORPORATION
Special Purpose Grants Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Actual Budget Variance
Revenues: '

Federal grant $342,818 $0 $342,818

Charge for services 0 994,100 (994,100)
Total revenues 342,818 994,100 (651,282)

Expenditures:
Current:

Operating expenses 343,093 343,093 (0)
Total current expenditures 343,093 T 343,093 - (0)
Total expenditures 343,093 343,093 (0

Excess (deficiency) of revenues over (under)

expenditures (275) 651,007 (651,282)
Excess (deficiency) of revenues and other

financing sources over (under) expenditures

and other financing uses 7 (275) $651,007 ($651,282)
Fund balance at beginning of year 0
Fund balance at end of year (8275)
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PROVO CITY CORPORATION
New Development Fund
Comparatlve Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Actual Budget - Variance

Revenues: :

Interest income $50,258 $35,000 $15,258

Principal payments 67,470 15,000 52,470

Interest payments 4,078 4,000 78

Miscellaneous 473,563 659,000 ( 185,437)
Total revenues 595,369 713,000 (117,631)

Expenditures:
Current: ‘

Operating expenses 530,412 534,897 4,485
Total current expenditures 530,412 534,897 4,485
Total expenditures 530,412 534,897 4485

Excess (deficiency) of revenues over (under)
expenditures _ 64,957 178,103 (113,146) .
Other fihancing sources (uses):
Transfer to CDBG ( 8,560) ( 8,560) 0
Total other financing sources (uses): ( 8,560) - ( 8,560) 0
Excess (deficiency) of revenues and other _
financing sources over (under) expenditures
and other financing uses 56,396 $169,543 ($113,146)
Fund balance at beginning of year 1,017,101
Fund balance at end of year ) $1,073,497
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PROVO CITY CORPORATION
Provo Foundation Exp. Trust Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Actual Budget ~ Variance
Revenmwes: ... == . . .. . .. . : o .

Federal grant $7,000 $7,000 $0

Interest income 104,871 100,000 4,871

Library donations 608 0 608

Loan interest repayments 105,478 100,000 5,478

Miscellaneous 2,031,044 483,872 1,547,172
Total revenues 2,143,523 590,872 1,552,651

Expenditures:
Current:

Salaries and wages 2,844 0 (2,844)

Operating expenses 55,983 61,276 5,293
Total current expenditures 58,827 61,276 2,449

Debt service:

Rent/Lease 2,450 0 (2,450)
Total debt service 2,450 0 (2,450)
Total expenditures 61,277 61,276 (1)

Excess (deficiency) of revenues over (under)
expenditures 2,082,246 529,596 1,552,650
Other financing sources (uses):

Transfer to senior games (23,530) (23,530) 0

Proceeds from land sales 28,930 0 28,930
Total other financing sources (uses): 5,400 (23,530) 28,930

Excess (deficiency) of revenues and other

financing sources over (under) expenditures

and other financing uses 2,087,646 $506,066 $1,581,580
Fund balance at beginning of year 1,971,398
Fund balance at end of year $4,059,044
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Revenues:
Charge for services .
Total revenues

Expenditures:
Current:
Operating expenses
Total current expenditures

Total expenditures

PROVO CITY CORPORATION

CNRCC Fund

Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Budget Variance

Excess (deficiency) of revenues over (under)

expenditures

Other financing sources (uses):
Proceeds from land sales
Transfer from CDBG
Transfer to general fund
Transfer to CDBG

Total other financing sources (uses):

Excess (deficiency) of revenues and other
financing sources over (under) expenditures

and other financing uses

Fund balance at beginning of year

Fund balance at end of year

Actual
$568,918 $557,136 $11,782
568,918 557,136 11,782
- 1,159,968 1,191,380 31412
1,159,968 1,191,380 _ 31,412
1,159,968 1,191,380 31,412
(591,050) (634,244) 43,194
(16,402) 0 (16,402)
320,597 320,597 0
(1,980) 0 - (1,980)
(483,158) 0 (483,158)
(180,944) 320,597 (501,541)
(771,994) ($313,647) ($458,347)
976,094

$204,100
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PROVO CITY CORPORATION

Mountain Vista Fund
Comparative Schedule of Revenues, Expenditures and

Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Revenues:
Federal grant
Interest income
Miscellaneous
Total revenues

Expenditures:
Current:

Operating expenses
Total current expenditures
Total expenditures

Excess (deficiency) of revenues over (under)
expenditures

Excess (deficiency) of revenues and other

financing sources over (under) expenditures
and other financing uses

Fund balance at beginning of year

Fund balance at end of year

Actual Budget Variance
$438,944 $0 $438,944
21,847 10,000 11,847
189,716 0 189,716
650,507 10,000 640,507
520,681 522,528 1,847
520,681 522,528 1,847
520,681 522,528 1,847
129,826 (512,528) 642,354
129,826 (8512,528) $642,354
336,280

$466,106
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PROVO CITY CORPORATION
Economic Development Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Actual Budget ‘ Variance
Revenues:
Federal grant $20,000 $0 $20,000
Interest income 28,822 24,000 4,822
Lease income 66,481 0 66,481
Total revenues 115,303 24,000 24,822
Expenditures:
Operating expenses ‘ 0- 613,914 613,914
Total current expenditures 0 613,914 613,914
Debt service:
Rent/I ease ' 68,251 70,000 1,749
Total debt service 68,251 70,000 . 1,749
Capital outlay: :
Capital outlay 115,471 ‘ 0 (115,471)
Total expenditures 183,722 683,914 - 500,192
Excess (deficiency) of revenues over (under)
expenditures (68,419) (659,914) 525,014
Other financing sources (uses):
Proceeds from land sales 0 250,000 (250,000)
Total other financing sources (uses): 0 250,000 (250,000)
Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses (68,419) (8409,914) $275,014
Fund balance at beginning of year 1,1 17,57 6
Fund balance at end of year $1,049,157

116




Comparative Schedule of Revenues, Expenditures and

PROVO CITY CORPORATION
Special Improvement Fund

Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Revenues:
Interest income
Total revenues

Expenditures:
Total expenditures

Excess (deficiency) of revenues over (under)
expenditures

Excess (deficiency) of revenues and other

financing sources over (under) expenditures
and other financing uses

Fund balance at beginning of year

Fund balance at end of year

Actual Budget Variance
$383 $0 $383
383 0 383
0 0 0
383 0 383
383 $0 $383
7,197
$7,580
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PROVO CITY CORPORATION l
Debt Service Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget & Actual l
For the year ended June 30, 2006
Actual Budget ~ Variance
Revenues: '
Property taxes $3,273,250 $3,121,694 $151,556 I
Vehicle taxes 381,001 310,000 71,001
Interest income 39,986 35,000 4,986
Miscellaneous 761 0 761 l
Total revenues 3,694,998 3,466,694 228,304
Expenditures: l
Current:
Operating expenses . 5,610 530,382 524,772
Total current expenditures 5,610 530,382 524,772 l
Debt service:
Rent/Lease 0 309,697 309,697
Principal on debt 6,132,818 6,270,000 137,182 I
Interest on debt 999,377 850,694 ( 148,683)
Service fees on debt : 6,702 8,000 1,298
Debt cost of issuance 63,155 0 ( 63,155) l
Bond premium (116,529) 0 116,529
Total debt service 7,085,523 7,438,391 352,868 l
Total expenditures 7,091,133 7,968,773 877,640
Excess (deficiency) of revenues over (under) o l
expenditures .(3,396,135) (4,502,079) 1,105,944
Other financing sources (uses):
Transfer from general fund 176,000 176,000 0
Transfer from water _ 13,406 13,406 0
Transfer from wastewater . 9,713 9,713 0
Transfer from energy . 100,000 100,000 0 l
Transfer from sanitation 7,286 7,286 0
Issuance of debt 3,210,087 3,210,087 0
_Total other financing sources (uses): 3,516,492 3,516,492 0 '
Excess (deficiency) of revenues and other
financing sources over (under) expenditures '
and other financing uses 120,358 ($985,587) $1,105,944
Fund balance at beginning of year 643,579 '
Fund balance at end of year $763,937
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PROVO CITY CORPORATION
Building Authority Fund

Comparative Schedule of Revenues, Expenditures and

Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Revenues:
Interest income
Lease income
Total revenues

Expenditures:

Debt service:
Principal on debt
Interest on debt
Service fees on debt

Total debt service

Total expenditures

Excess (deficiency) of revenues over (under)
expenditures

Excess (deficiency) of revenues and other
financing sources over (under) expenditures

and other financing uses

Fund balance at beginning of year

Fund balance at end of year
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Actual Budget Variance
$0 $15,000 ($15,000)
660,423 0 660,423
660,423 15,000 645,423
450,000 450,000 0
208,998 208,998 0
1,425 6,000 4,575
660,423 664,998 4,575
660,423 664,998 4,575
0 ( 649,998) 649,998
0 (8649,998) $649,998
0
$0



PROVO CITY CORPORATION

Guaranty Fund
Comparative Schedule of Revenues, Expenditures and

Changes in Fund Balance - Budget & Actual
For the year ended June 30, 2006

Revenues:
Interest income
Total revenues

Expenditures:
Total expenditures

Excess (deficiency) of revenues over (under)
expenditures

Excess (deficiency) of revenues and other

financing sources over (under) expenditures
and other financing uses

Fund balance at beginning of year

Fund balance at end of year

Actual - Budget Variance
$18,370 $0 $18,370
18,370 0 18,370
0 0 0
18,370 0 18,370
18,370 $0 $18,370
415,805
$434,175
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PROVO CITY CORPORATION

Combining Balance Sheet
Other Enterprise Funds
As of June 30, 2006
" Total
Other
Storm Enterprise
Drain . Sanitation Funds
Assets
Current Assets:
Cash $2,068,392 $1,065,872 $3,134,264
Restricted cash 1,386,046 0 1,386,046
Accounts receivable 193,590 341,019 534,609
Total Current Assets 3,648,028 1,406,891 5,054,919
Capital Assets:
Non Depreciable 292,603 138,936 431,539
Depreciable assets 9,348,222 24,304 9,372,526
Net Capital Assets 9,640,825 163,240 9,804,065
‘Total Assets $13,288,853 $1,570,131 $14,858,984
Liabilities & Net Assets
Liabilities:
Accounts payable $22,356 $72,225 $94,581
Accrued liabilities 19,017 24,869 43,886
Accrued interest payable 25,805 0 25,805
Accrued compensated absences 5,488 4,681 10,169
Bonds, leases and loans payable 395,000 0 395,000
Total Current Liabilities 467,666 101,775 569,441
Long-term Liabilities
Accrued compensated absences 104,277 88,938 193,215
Bonds payable 6,407,146 0 6,407,146
Total Long-term Liabilities 6,511,423 88,938 6,600,361
Total Liabilities 6,979,089 190,713 7,169,802
Net Assets
Invested in capital assets, net of related debt 2,838,679 163,240 3,001,919
Restricted for debt service 735,000 0 735,000
Unrestricted 2,736,085 1,216,178 3,952,263
Total Net Assets 6,309,764 1,379,418 7,689,182
Total Liabilities & Net Assets $13,288,853 $1,570,131 $14,858,984
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PROVO CITY CORPORATION

Combining Statement of Revenues, Expenses and
Changes in Net Assets
Other Enterprise funds

For the year ended June 30, 2006

Operating Revenues:
Charges for services
Miscellaneous
Total operating revenues

Operating expenses:
Salaries and wages
Employee benefits
Operating expenses
Depreciation
Total operating expenses

Operating income (loss)

Nonoperating revenues (expenses)
Impact fees
Federal grants
Interest income

Interest on debt
Total nonoperating revenues (expenses)

Income before operating transfers
Operating transfers
Transfers from other funds
Transfers to other funds
Change in net assets

Net Assets beginning as originally stated

Prior period adjustments

Net Assets at beginning of year, as restated

Net Assets at end of year

Total -
Other
Storm Enterprise
Drain Sanitation Funds
$1,703,885 $3,008,500 $4,712,385
18,469 20,225 38,694
1,722,354 3,028,725 4,751,079
445,690 645,213 1,090,903
171,537 273,448 444,985
503,412 1,600,804 2,104,216
349,667 2,314 351,981
1,470,306 2,521,779 3,992,085
252,048 506,946 758,994
279,408 0 279,408
0 0 0
107,917 43,148 151,065
(53,438) 0 (53,438)
333,887 43,148 377,035
585,935 550,094 1,136,029
9,363 12,494 21,857
(26,112) (318,803) (344,915)
569,186 243,785 812,971
5,768,924 1,146,655 6,915,579
(28,346) (11,022) (39,368)
5,740,578 1,135,633 6,876,211
$6,309,764 $1,379,418 $7,689,182
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PROVO CITY CORPORATION I
Combining Statement of Cash Flows
. Other Enterprise Funds l
For the year ended June 30, 2006
Total l
, Other
Storm Enterprise
Drain Sanitation Funds .
Cash flows from operating activities:
Receipts from customers and users $1,704,469 $2,997,590 - $4,702,059
Payments to suppliers _ ' (546,179) (1,624,650) (2,170,829) l
Payments to employees (612,151) (897,092) (1,509,243)
Net cash provided by operating activities 546,139 475,848 1,021,987
Cash flows from noncapital financing activities: I
Loans due from other funds 2,091,464 0 2,091,464
Loans due to other funds (6,250) 0 (6,250)
Transfer from other funds : 9,363 o 12,494 21,857 I
Transfers to other funds (26,112) (318,803) (344,915)
Net cash provided (used) by noncapital financing activities 2,068,465 (306,309) 1,762,156
Cash flows from capital and related financing activities: l
Impact fees 279,408 ) 0 279,408
Transfers of assets to (from) other funds 11,107 4,350 15,457
Payments for capital acquisitions " (413,035) 0 (413,035)
Principal paid on bonds payable (380,000) 0 (380,000) I
Interest paid on bonds payable (43,678) 0 (43,678)
Net cash provided (used) by capital and related )
financing activities (546,198) 4,350 (541,848) l
Cash flows from investing activities: )
Receipts of interest 107,917 43,148 151,065
Net cash provided by investing activities 107,917 43,148 151,065 l
Net increase in cash 2,176,323 217,037 2,393,360
Cash at beginning of year ‘ 1,278,115 848,835 2,126,950 I
Cash at end of year - $3,454,438 $1,065,872 $4,520,310
Cash at end of year consists of: ) '
Cash $2,068,392 $1,065,872 $3,134,264
Restricted cash ‘ 1,386,046 0 1,386,046
Total Cash : $3,454,438 $1,065,872 $4,520,310 l
Reconciliation of Operating Income to Net Cash I
Provided by Operating Activities:
Operating income $252,048 $506,946 $758,994
Adjustments to reconcile operating income to net l
cash provided by operating activities:
Depreciation : 349,667 ) 2,314 351,981
Changes in assets and liabilities:
Decrease (increase) in accounts receivable (17,885) (31,134) (49,019) I
Increase (decrease) in accounts payable (42,768) (23,847) (66,615)
Increase (decrease) in accrued liabilities 2,073 2,630 4,703
Increase (decrease) in accrued compensated absences 3,004 18,939 21,943 I
Net cash provided by operating activities $546,139 $475,848 $1,021,987
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Operating Revenues:
Charges for services
Lease income
Miscellaneous
Total operating revenues

Operating expenses:
Salaries and wages
Employee benefits
Operating expenses
Depreciation
Total operating expenses

Operating income (loss)
Nonoperating revenues (expeases)
Interest income
Interest on debt
Gain (loss) on disp. of assets
Total nonoperating revenwes (expenses)
Income (loss) before operating tramefers
Operating transfers
Transfers from other funds
Transfers to other funds
Total operating transfers
Change in net assets
Net Assets beginning as originally stated
Prior period adjustments
Net Assets at the beginning year, as restated

Net Assets at end of year

PROVO CITY CORPORATION
Combining Statement of Revenues, Expenses and
Changes in Net Assets
Internal Service Fands
For the year ended June 30, 2006
Total
) ’ Internal
Employee Insurance/ Vehicle Computer Capital Facility Service
Benefits Claims Management Lease Resource Services Funds

$1,448,080 $1,059,236 $3,260,042 $0 $0 $1,436,879 $7,204,237

0 0 0 0 0 1,161 1,161

179,352 3,376 0 332,790 0 832 516,350

1,627,432 1,062,612 3,260,042 332,790 0 1,438,872 7,721,748

0 0 438,955 0 0 462,407 901,362

0 0 191,632 0 0 207,257 398,889

1,411,358 1,585,005 1,530,408 206,174 0 734,820 5,467,765

0 0 2,547,984 0 0 18,326 2,566,310

1,411,358 1,585,005 4,708,979 206,174 0 1,422 810 9,334,326
216,074 (522,393 (1,448,937 126,616 0 16,062 (1,612,578)

60,499 30,473 169,523 12,826 0 6,387 279,708
0 0 ( 121,741) 0 0 0 (121,741)

0 0 1,017,754 0 0 851 1,018,605

60,499 30,473 1,065,536 12,826 0 7,238 1,176,572
276,573 (491,920) (383,401) 139,442 0 23,300 ( 436,006)

656,014 0 3,444,442 : 0 9,731 4,110,187
(656,013) 0 (2,255,787) 0 0 (122537) _ (3,034,337)

1 0 1,188,655 0 0 (112,806) 1,075,850

276,574 (491,920) 805,254 - 139,442 0 (89,506) 639,844

395,169 857,451 9,667,822 117,041 0 236,813 11,274,296
0 0 83,945 0 0 0 ( 83,945)

395,169 857,451 9,583,877 117,041 0 236,813 11,190,351

$671,743 $365,531 $10,389,131 $256,483 $0 $147,307 $11,830,195
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STATISTICAL SECTION

This part of the City’s Comprehensive Annual Financial Report presents detailed informa-
tion as a context for understanding what the information in the financial statements, note
disclosures, and required supplementary information says about the City’s overall health.

Contents Page
Financial Trends

These schedules contain trend information to help the reader understand how the City’s
financial performance and well-being have changed over time.
133

Revenue Capacity

These schedules contain information to help the reader assess the City’s most significant
local revenue source, the property tax. ' 138

Debt Capacity

These schedules present information to help the reader assess the affordability of the City’s
current levels of outstanding debt and the City’s ability to issue additional debt in the future. 143

Demographic and Economic Information

- These schedules offer demographic and economic indicators to help the reader understand the
environment within which the City’s financial activities take place. 148

Operating Information
These schedules contain service and infrastructure data to help the reader understand how the

information in the City’s financial report relates to the services the City provides and the
activities it performs. 151
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PROVO CITY CORPORATION
Changes in Fund Balances of Governmental Funds
Last Ten Fiscal Years
(modified acermal basis of accounting)
P expressed fa th )
o Fiscal Year
) 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Revenmes:
Taxes $ 21953 § 22799 $ 24859 $ 28736 $ 30,643 § 33016 $ 30192 $ 30794 § 32981 § 35879
Licenses and permits 1,089 1,199 1,160 927 1,095 1,031 1,180 1,011 1,434 1,484
Intergovernmental 5,595 6,782 7237 7,618 8,359 8,847 9,977 10,021 9,750 8,707
Charges for services 2,59% 2,735 2425 2,568 2274 3,063 3230 3407 3,390 4257
Fine and forfeitures 756 735 m 705 806 999 1,112 889 1,028 1,056
TEmpact fiees 37
Interest income 1,228 1,346 1,247 2,202 2,058 871 607 456 K 1,523
Loan principal repayments 664 740 1,581 1,033 680 71 1,024 1,406 805 1,339
Loan interest repayments 115 102 128 139 102 81 74 62 60 57
Lease income 130 30 342 906 913 4,031 722 728 720 727
Misceilancous 2328 1 3,758 5,951 3,688 5429 3,549 8,242 6,179 6,440
Total revenwes 36454 37,730 43514 50,785 50618 58,100 51,667 57,016 57,120 6220
Expenditures:
Current: )
General govermment 7,410 7,966 8,189 9224 9,676 10,426 9,905 10,426 10,718 10,957
Public safety 13,779 15,023 15,697 17,043 17,281 18,319 18,167 - 18,319 18,752 20,136
Public services 2233 2210 2352 2476 2,580 2,733 2,732 2,733 2,671 2,750
Cultare and recreation 5,480 5749 6214 6,642 6,953 8,807 8,488 8,807 8,909 9,988
Cooumunity revitalization 3847 4,612 423 4,48 4,490 1272 8,104 - 9,818 6,381 1932
Total current expenditures 32,749 35,560 36,682 39,7133 40,980 47,558 47397 50,104 47431 51,764
Debt service:
Interest expense 1,381 974 1,295 1,395 2,655 1,960 1,662 1,428 1,543 1,31
Rent/Lease 0 0 0 0 0 130 0 ] 93 211
Principal on debt 10,598 944 2,1m 3,498 4,177 7,874 3,389 3,264 4261 6,583
Service fees on debt 10 12 20 186 18 14 ki) 102 9 8
Reduction in financial resources due
to sale of land 1,160 0 0 0 0 0 0 0 0 0
Arbitrage rebate 0 0 0 82 23 0 0 0 0 0
Total debt service 13,149 1,930 3436 5,161 6873 9,979 5,083 4,393 5,906 8,113
Capital cutlay:
Capital outlay . 10278 5,682 13,066 19261 18,169 8,014 6,350 6,135 9313 9,023
Total expenditures 56,176 217 53234 64,155 66,022 65,550 58,830 61,131 62,650 68,901
Excess (deflciency) of revenues over (ander)
: expenditures (19,722) (5.442) 9,720) (13,370) (15,404) (7,450) (7,163) 4,113) (5,530) 6,699
Oqler fimancing sources (uses):
Transfers from other fands 12,015 7,161 7,853 10,936 9,487 11,860 11,640 9,197 14,645 127
Transfers to other funds (1934 @.349) @517 (5,013) 1,817 (5,341) 5.203) (3575) (8,230} (5832
Note proceeds 0 0 [} 0 0 0 0 0 1,208 0
Proceeds of refimding bonds 6,000 0 0 0 0 0 0 0 0 11,240
Saleofasmets - 4 953 3389 18436 451 0 H 0 0 2
Total ether financing seurces (wses) 10,558 5271 _8728 24359 8121 6,519 6,401 5621 7623 16,708
Net change in fund balances (9,164) an (995) 10,989 (7,283) 931 (762) 1,506 2,093 10,014
Fund balance
Fund balance at begianing of year 34829 25,665 25494 24,499 35,488 28,205 27274 26,512 28,018 31,140
Prior period adjustasent 0 0 0 0 0 (] 0 0 1,029 338)
Fund balance st end of year $ 25665 § 25494 5 24499 | § 35488 § 28205 § 27274 § 26sS12 S 28018 S 31140 3 40816
Debt service to nomeapital expenses ratio 40.15% 5.43% 9.50% 12.99% 16.77% 20.98% 10.73% 9.76% 12.45% 15.67%
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PROVO CITY CORPORATION
Assessed Value and Estimated Actual Value of Taxable Property
Last Ten Fiscal Years
(amounts expressed in thousands)
(Unaudited)
Ratio of Total
TAXABLE VALUE (1) Taxable Value
Estimated To Total
Fiscal Real Personal Taxable Actual Estimated
Year Property Property Value Value Actual Value
1997 $ 2,140,357 § 221,801 $ 2,362,158 $ 3,675,366 64.27%
1998 2,167,707 229,711 2,397,418 3,816,281 62.82%
1999 2,395,566 256,667 2,652,233 3,858,510 68.74%
2000 2,800,799 266,075 3,066,874 4,144,332 74.00%
2001 2,992,482 306,306 3,298,788 4,435,882 73.54%
2002 : 3,378,678 365,598 3,744,276 4,833,133 77.47%
2003 3,266,284 325,990 3,592,274 4,827,259 T4.42%
2004 3,328,948 289,494 3,618,442 5,012,862 72.18%
2005 3,347,750 262,725 3,610,475 5,074,870 71.14%
2006 3,508,880 282,472 3,791,352 5,363,238 70.69%
(1) Source: Utah County Auditor
Assessed Value & Estimated Value
of Taxable Property
6,000,000
5,000,000
4,000,000
E Taxable Value
3,000,000 B Estimated Actual Value
2,000,000
1,000,000
0
2002 2003 2004 2005 2006
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PROVO CITY CORPORATION
STATE OF UTAH
PROPERTY TAX RATES-DIRECT AND OVERLAPPING GOVERNMENTS
BASED ON §1,000 ASSESSED VALUATION

Last Ten Fiscal Years
(Unaudited)
City of Provo Other Taxing Entities (1)
Debt "~ Provo Central Total
Calander General Library Service School Utah UT Water Tax
Year Fund Fund Fund Total District - County District Rate
1997 0.001287 0.000529 0.000512 0.002328 0.006304 0.002099 0.000400 0.011131
1998 0.001361 0.000517 0.000514 0.002392 0.006314 0.001268 0.000397 10010371
1999 0.001346 0.000996 0.000494 0.002836 0.006388 0.001197 0.000396 0.010817
2000 0.001219 0.000902 0.000553 0.002674 0.005981 0.001116 0.000377 0.010148
2001 0.001148 0.000849 0.001001 0.002998 0.005657 0.001038 0.000369 0.010062
2002 0.001078 0.000798 0.000911 0.002787 0.006037 0.001034 0.000358 0.010216
2003 0.001077 0.000797 0.000902 0.002776 0.006071 0.001053 0.000358 0.010258
2004 0.001125 0.000832 0.000916 0.002873 0.006234 0.001065 0.000353 0._010525
2005 0.001131 0.000836 0.000924 0.002891 0.006124 0.001040 0.000400 0.010455
2006 0.001068 0.000789 0.000865 0.002722 0.006147 0.000960 0.000357 0.010186
(1) SOURCE: Utah County Auditor
PROPERTY TAX RATES
General Fund
District ‘
4%
Library Fund
Utah County 8%
10%
Debt Service Fund
9%
Provo School
District
61%
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Taxpayer
Novell
Provo Mall Development Company
Qwest Corp
Central Utah Investment Company
Scrub Oak Ltd
Tropical Development LLC
Terranet Investments L.C.
Questar Gas
Epixtech
IHC Hospitals Inc.
Medical Ceater Company LC
PDC Community Ceaters L.L.C.
Parkway Village Properties LLC
Dillard USA Inc.
East Bay Development Co. Inc.
Peak Provo
Aspen Investments LTD.
Sunstone OP Properties L.L.C.
Johnson Land Enterprises L.L.C.
Parkway Village Properties LLC
Webber Family Partnership The
Brandbury Park Inc.
Raintree Park Limited
The Group Equity

) d Riviera P: hi

Glenwood Cambridge Limited Partnership

Dynix Corporation
Park Hotels L.C.
Boettcher Pension Investors

Parkway Lodging Associates L.C.

‘Western States Financial Resources

Totals

Total assessed value for Provo
includes real proper only

does not include any government, utilities, or phone company property

PROVO CITY CORPORATION
PRINCIPAL PROPERTY TAXPAYERS
Juae 30, 2006
(amounts expressed thousands)
2006
Percentage of
Taxsble Total Taxable
Assessed Assessed
Value Rank YValue
67,000 1 1.91%
36,873 2 1.05%
32,615 3 0.93%
26,766 4 0.76%
18,408 5 0.52%
15,500 6 0.44%
14,377 7 0.41%
14,295 8 0.41%
10,811 9 0.31%
10,058 10 0.29%
9,956 1 0.28%
9,900 12 0.28%
9,745 13 0.28%
9,600 14 027%
9,442 15 027%
9,214 16 0.26%
8,819 17 0.25%
8,670 18 0.25%
7,655 19 022%
7,625 20 022%
3,507,261 100%
141

1997
1996 Percentage of
Taxable Total Taxable
Assessed Assessed

Value Rank Yalue
19,567 1 121%
13,516 3 0.84%
6,539 11 041%
2,750 46 0.17%
5,381 16 0.33%
2,675 49 0.17%
7,345 8 0.46%
5,406 15 0.34%
14377 2 0.89%
9,737 5 0.60%
9,025 6 0.56%
8,582 7 0.53%
7,104 9 0.44%
6,839 10 0.42%
6,149 12 0.38%
5,793 13 0.36%
5,640 14 0.35%
10,594 4 0.66%
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Provo City Corporation
Ratios of General Bonded Debt Outstanding
Last Ten Fiscal Years
(amounts expressed in thousands, except per capita amount)

Percentage of
Estimated
General  Less: Amounts Actual Taxable
Fiscal Obligation  Available in Debt Value* of Per
Year Bonds Service Fund Total Property Capita™**

1997 $ 10,445 § 1,049 § 9,396 0.26% 94
1998 9,820 1,531 8,289 0.22% 78
1999 9,155 1,456 7,699 0.20% 70
2000 25,235 2,221 23,014 0.56% 204
2001 24,005 1,107 22,398 0.51% 205
2002 22,220 285 21,935 0.45% 196
2003 20,325 146 20,179 0.42% 183
2004 18,490 781 17,709 0.35% 156
2005 16,545 644 15,901 T 0.31% 138
2006 20,355 764 19,591 0.37% 166

Note: Details regarding the city's outstanding debt can be found in the notes to the financial statements.

* See the Schedule of Assessed Value and Estimated Actual Value of Taxable Property for property value data.
** Population data can be found in the Schedule of Demographic and Economic Statistics.
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PROVO CITY CORPATION
Direct and Overlapping Governmental Activities Debt
As of June 30,2006
(amounts expressed in thousands) e
Estimated
Estimated " Share of

Debt Percentage Overlapping
Government Unit Outstanding Applicable Debt
Debt repaid with property taxes:
Provo City School District $ 31,035 100% $ 31,035
Utah County 17,440 100% 17,440
Subtotal overlapping debt 48,475
Direct Debt:
Provo City 20,355
Total direct and overlapping debt : $ 68,830
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EMPLOYER

Brigham Young University
Utah Valley Regional Medical Center
Novell

Provo School District

Nu Skin / Big Planet

Utah County

Utah State Hospital
MyFamily.Com

Tahitian Noni Intemnational, Inc.
Provo City

Natures Sunshine Products
Central Utah Clinic P.C.
Heritage Schools Inc.

Pacific States Cast Iron Pipe Co.

*includes students

PROVO CITY CORPORATION
PRINCIPAL EMPLOYERS
June 30, 2006
(Unaudited)
2006 1997
Full Time
Employees Rank Employees Rank
5,000 1 14,870 * 1
2,104 * 2 2,822 3
1,890 3 3,000 2
1,400 4 1,610 4
1,300 5 1,200 5
900 6 736 8
825 7 700 7
738 8
625 9
603 10 759 6
587 11 500 12
525 12 625 9
300 13 575 10
300 14 550 11

source: EDCUTAH 2005-2006 Major Employer's Guide
source: UVRMC * full time equivalent employees
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Function
General Government

Public Safety
Fire
Police
Emergency Response

Public Services
Street Maintenance

Engineering

Culture and Recreation

Water

Wastewater

Energy

Telecom

Airport

Sanitation

Golf Course
Employee Benefits
Vehicle Maintenance
Facilties

PROVO CITY CORPORATION
Full Time City Government Employees by Function Equivalents
Last Ten Fiscal Years

Full-time Equivalent Employees as of June 30, 2006

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
105 107 109 102 105 106 106 98 99 96
80 . 80 80 83 85 85 85 84 81 81"
170 168 172 175 181 . 180 175 161 156 153

5 5 5 5 5 5 5 5 5 3
18 18 18 18 19 19 18 18 19 19
14 14 15 16 16 16 16 16 16 15

156 163 157 159 156 142 136 134 130 118
33 33 33 33 33 33 33 33 33 31
28 28 28 28 28 28 28 28 28 28
101 102 97 101 97 97 97 96 97 99
25 22 9 9 5 0 0 0 0 0

2 2 2 2 2 2 2 2 2 2
14 14 18 17 16 16 16 16 16 15

8 0 0 0 0 0 0 0 0 0

0 0 0 0 1 0 0 0 0 0
11 11 11 11 10 10 10 10 10 10
12 12 - 12 12 13 13 13 13 13 12

782 779 766 171 172 752 740 714 705 682
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Hansen, Bradshaw, Malmrose & Erickson
‘ A Protessional Corporation
CERTIFIED PUBLIC ACCOUNTANTS

559 West 500 South
Bountiful, Utah 84010
801-296-0200
Fax 801-296-1218

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON
COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF BASIC FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

Honorable Members of the City Council and Mayor
Provo City Corporation, Utah

We have audited the basic financial statements of Provo City Corporation, Utah (the
City), as of and for the year ended June 30, 2006, and have issued our report thereon
dated November 3, 2006. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. -

Compliance As part of obtaining reasonable assurance about whether the City’s
basic financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants,
noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance that are required to be reported under Government Auditing
Standards. However, we noted an immaterial instance of noncompliance that we
have reported to management of the City, in a separate letter dated November 3,
2006.

Internal Control Over Financial Reporting In planning and performing our audit, we

considered the City’s internal control over financial reporting in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial
reporting. However, we noted certain matters involving the internal control over
financial reporting and its operation that we consider to be reportable conditions.
Reportable conditions involve matters coming to our attention relating to significant
deficiencies in the design or operation of the internal control over financial reporting
that, in our judgment, could adversely affect the City’s ability to record, process,
summarize, and report financial data, consistent with assertions of management in
the financial statements. Reportable conditions are described in the accompanying
schedule of findings and questioned costs as items 06-1 and 06-2.
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A material weakness is a condition in which the design or operation of one or more

of the internal control components does not reduce to a relatively low level the risk
that misstatements caused by error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their
assigned functions. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control that might
be reportable conditions and, accordingly, would not necessarily disclose all the
reportable conditions that are also considered to be material weaknesses. However,
we believe that none of the reportable conditions described above is a material
weakness.

This report is intended solely for the information and use of management, the City
Council and others within the organization and federal awarding agencies and pass-

through entities and is not intended to be and should not be used by anyone other
than these specified parties.

Hamsen, Bmd/ehwl ﬂfa/mm;a g Entkzon PC

November 3, 2006

g
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Hansen, Bradshaw, Malmrose & Erickson
‘A Professional Corporation
CERTIFIED PUBLIC ACCOUNTANTS
559 West 500 South
Bountiful, Utah 84010

801-296-0200
Fax 801-296-1218

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON
COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Honorable Members of the City Council and Mayor
Provo City Corporation, Utah

Compliance

We have audited the compliance of Provo City Corporation, Utah (the City), with the
types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each
of its major federal programs for the year ended June 30, 2006. The City’s major
federal programs are identified in the Summary of Auditors’ Results section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to its major federal
programs are the responsibility of the City’s management. Our responsibility is to
express an opinion on the City’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence
about the City’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a
legal determination on the City’s compliance with those requirements.

In our opinion, the City complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the
year ended June 30, 2006.
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Interpal Control Over Compliance

The management of the City is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing
our audit, we considered the City’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program
in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily
disclose all matters in the internal control that might be material weaknesses. A
material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
noncompliance with applicable requirements of laws, regulations, contracts and
grants that would be material in relation to a major federal program being audited
may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the
internal control over compliance and its operation that we consider to be material
weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of
Provo City Corporation, Utah as of and for the year ended June 30, 2006, and have
issued our report thereon dated November 3, 2006. Our audit was performed for
the purpose of forming opinions on the financial statements that collectively
comprise Provo City Corporation, Utah’s, basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes
of additional analysis as required by OMB Circular A-133 and is not a required part
of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements,and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

This report is intended solely for the information and use of management, the City
Council and others within the organization and federal awarding agencies and pass-

through entities and is not intended to be and should not be used by anyone other
than these specified parties.

/r/a/ﬂ%n, 5:’4/641&4/; Wa/mfosc ? t’n‘ckﬁon} Ac .

November 3, 2006




Provo City Corporation
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2006
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Federal Grantor/Pass-Through Grantor/ Federal Federal Grant
Program Title CFDA # Award/Contract # Expenditure

Department of Housing and Urban Development
Community Development Block Grant 01-02 14.218 B-01-MC-49-0003 29,168
Community Development Block Grant 02-03 14.218 B-02-MC-49-0003 81,422
Community Development Block Grant 03-04 14,218 B-03-MC-49-0003 38,437
Community Development Block Grant 04-05 14.218 B-03-MC-49-0003 224252
Community Development Block Grant 05-06 14.21R B-03-MC-49-0003 1,086,526
Commercial Rehab Revolving Loan Program 14218 None 42
Community Development Revolving Loan Program 14.218 None 478,359
Housing Rehabilitation Revolving Loan Program 14.218 None 6,070
Neighborhood Rehabilitation Revolving Investrment Program 14.218 None 1,165,376
Subtotal 3,109,652
HOME Investment Partnership Agreement 01-02 14.239 M-01-DC-49-0207 106,624
HOME Investment Partmership Agreement 03-04 14.239 M-03-DC-49-0207 183,887
HOME Investment Partnership Agreement 04-05 14.239 M-04-DC-45-0207 500,679
HOME Investment Partnership Agreement 05-06 14.239 M-05-DC-49-0207 1,082,784
Subtotal 1,872,974
EDI-Special Project Grant Parking Garage 14.246 B-99-SP-UT-0299 72,457
EDI-Special Project Grant lronton 14.246 B-01-SP-UT-00618 21,950
Subtotal 94,407
BEDI -Brownfields Grant Ironton 14.248 B-00-BD-49-0028 438,944
Section 108 Loan Guarantee Ironton 14,248 B-00-MC-49-0003 59,787
Subtotal 498,731
Total Direct Awards 5,576,763
Total Department of Housing and Urban Development 5,576,763

Department of Justice

1996 Rural Domestic Violence Grant Program 16.589 96-WR-NX-0001 23,052
2005 Rural Domestic Violence Grant Program 16.589 2005-WR-AX-0028 55,016
Local Law Enforcement Block Grant 16.592 2003-LB-BX-1353 21,947
Local Law Enforcement Block Grant 16.592 2004-LB-BX-0892 11,259
Bulletproof Vest Grant Program 16.607 None 3,469
Total Direct Awards 114,743
OPD 3 Homeland Security Part II (Pass through from State of Utah) 16.007 DES-2003-CIP-011 6,700
Subtotal 6,700
03 Grant, Part 1I (Pass through from State of Utah) 16.067 2,725
04 Grant (Pass through from State of Utah) 16.007 28,936
05 Grant (Pass through from State of Utah) 16.007 17,570
Edward Byme Memorial Justice Assistance Grant 16,738 2003-DI-BX-0632 2,092
Subtotal 51,323
04/05 Violence Against Women Grant (Pass through from State of Utah) 16.588 04-VAWA-19 2,359
05/06 Violence Against Women Grant (Pass through from State of Utah) 16.588 05-VAWA-22 15,350
Subtotal 17,709
Total Pass Through Awards 75,732
190,475

Tota] Department of Justice




Provo City Corporation
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2006 _
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Federal Grantor/Pass-Through Grantor/ Federal Federal Grant
Program Title CFDA # Award/Contract # Expenditure

US Department of Transportation

Airport Improvement Program 20.106 3-40-0027-24 & 25 1,832,962

Total Departiment of Transportation 1,832,962

U.S. Office of Library Services

Library Services Grant (Pass through from State of Utah) 45.310 LS-0-05-0045-05 5,855
Library Services Grant (Pass through from State of Utah) 45310 LS-00-05-0045-05 2,651
Total Office of Library Services 8,506

-

U.S. Department of Health and Human Services

Special Programs for the Aging (Pass through from Mountainland Association of Governments)

I TITLE 111, Part C—Nautrition Services 93.045 None 11,563
Total Department of Health and Human Services 11,563

U.S. Department of Homeland Security
l EMPG State and Local Assistance (Pass through from State of Utah) $7.042 SLA-2004-DES-CTY17 2,500
EMPG State and Local Assistance (Pass through from State of Utah) 97.042 EMPG-2006-DHLS-CTY 15 5,000
l Total Pass Through Awards 7,500
B Assistance to Firefighters, HLS 33.554 EMW-2004-FP-02996 71,680
' Total; Direct Awards 71,680
o Total Department of Homeland Security 79,180
. ! Total Federal Expenditures 7,699,449

-
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PROVO CITY CORPORATION
Notes to Schedule of Expenditures of Federal Awards
‘ For the Year Ended June 30, 2006

PURPOSE OF THIS SCHEDULE

The accompanying Schedule of Expenditures of Federal Awards (Schedule) is a
supplementary schedule to the City’s basic financial statements and is presented for
additional analysis. The Schedule is required by the office of Management and Budget
(OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations.

SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of Provo City Corporation, Utah. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations.

Federal Financial Assistance - Pursuant to the Single Audit Act of 1984; the Single
Audit Act Amendments of 1996 and OMB Circular A-133, federal financial
assistance is defined as assistance provided by a federal agency, either directly or
indirectly, in the form of grants, contracts, cooperative agreements, loans, loan
guarantees, property, interest subsidies, insurance, endowments, or direct
appropriations. Federal financial assistance does not include direct federal cash
assistance to individuals.

Catalog of Federal Domestic Assistance - OMB Circular A-133 requires the
Schedule to show the total expenditures for each of the City’s federal financial
assistance programs as identified in the Catalog of Federal Domestic Assistance
(CFDA). The CFDA is a government-wide summary of individual federal
programs. Each program included in the CFDA is assigned a five digit program
identification number (CFDA number) which is reflected in the Schedule. Federal
financial assistance programs and contracts which have not been assigned a CFDA
number have been identified as None in the CFDA Column of the schedule.

Type A and Type B Programs - The Single Audit Act of 1984 (as amended in 1996)
and OMB Circular A-133 establish the levels to be used in defining Type A and
Type B federal programs. Type A programs for Provo City Corporation, Utah are
those programs that exceeded $300,000 in the federal awards expended for the
fiscal year ended June 30, 2006. All other programs are classified as Type B by the
City.

Reporting Entity

The City reporting entity is fully described in Footnote 1.A. of the City’s basic financial
statements. The Schedule includes all federal financial assistance programs administered by
the City for the year ended June 30, 2006.
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PROVO CITY CORPORATION
Notes to Schedule of Expenditures of Federal Awards (Continued)
~ For the Year Ended June 30, 2006

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Accounting

Federal financial assistance programs included in the Schedule are reported in the City’s
basic financial statements as intergovernmental revenue in the General Fund, Special
Revenue Funds, and Proprietary Funds. The Schedule is presented using the same basis of
accounting used for each fund is described in Footnote 1B. of the City’s basic financial
statements.

NON-CASH ASSISTANCE
No federal awards were expended in the form of non-cash assistance.

FEDERAL INSURANCES

No federal insurance was in effect on June 30, 2006.

LOANS OUTSTANDING

Loans outstanding at June 30, 2006, in federal programs, include the following:

Commercial Rehabilitation Loans $ 67,856
Community Development Revolving Loans 530,523
Housing Rehabilitation Revolving Loans 1,134,415
HOME Loans 10.221.733

Total loans receivable outstanding $11.954,527
108 Loan Guarantee $ 2.800,000

Total loans payable outstanding $ 2.800.000

SUB-RECIPIENTS

Provo City Corporation provided federal awards to sub-recipients as follows:

Federal
CEDA Amount
Program Title Number Provided
Community Development Block Grant 14.218 $1,536,162
HOME Investment Partnership Agreement 14.239 1,663,684

Total
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Summary of Auditors’ Results

PROVO CITY CORPORATION
Schedule of Findings and Questioned Costs
Year Ended June 30, 2006

1.

The auditors’ report expresses an unqualified opinion on the basic financial
statements of Provo City Corporation, Utah.

Reportable conditions relating to the audit of the financial statements are reported in
the Report on Compliance and on the Internal Control Over Financial Reporting
Based on an Audit of Financial Statements performed in Accordance with
Government Auditing Standards. None of the reportable conditions were
considered to be material weaknesses.

No instance of noncompliance material to the financial statements of Provo City,
Utah were disclosed during the audit.

The auditors’ report on compliance for the major federal award programs for Provo
City Corporation, Utah expresses an unqualified opinion.

No current audit findings were noted which are required to be reported under OMB
Circular A-133 or Government Auditing Standards.

The programs tested as major programs were:

Department of Housing and Urban Development, Community Development
Block Grant CFDA No. 14.218

U.S. Department of Transportation, Airport Improvement Program Grant,
CFDA No. 20.106

The threshold for distinguishing Type A and B programs was $300,000.

Provo City Corporation, Utah was determined to be a low-risk auditee.



PROVO CITY CORPORATION
Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2006

Findings - Financial Statement Audit

06-1 Finance Department Oversight of Accounting for Redevelopment and
Housing Programs

Finding: Staff of the Redevelopment and Housing programs managed by the City maintain
the accounting records and loan listings for the various loan programs operated by the City.
The condition of the financial and accounting records resulted in significant time and
adjustments to reconcile the loan listings to the general ledger at year end.

Recommendation: We recommend the City’s finance department be more actively involved
in oversight and assistance with the accounting work performed by the Redevelopment staff
to ensure proper recording and reconciling of loan activity during the year. We also
suggest Redevelopment and Finance department personnel attend training courses to
improve their understanding of Federal accounting and reporting requirements for these
programs.

City’s Response: The City concurs. See Corrective Action Plan.

06-2 Cash Management

Finding: Requests for reimbursements for HOME loan program expenditures have not
been submitted in a timely manner.

Recommendation: Reimbursement requests should be submitted to the granting agency on
at least a quarterly basis for all awards that have had expenditures.

City’s Response: The City concurs. See Corrective Action Plan.
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The current status of prior year audit findings are as follows:

Findings - Financial Statement Audit

PROVO CITY CORPORATION
Summary Schedule of Prior Audit Findings
Year Ended June 30, 2006

05-1 Management Performance Evaluations

Finding: City Code Section 4.04.140 requires executive performance plans and periodic
evaluations. The required plans have not been performed and documented. Evaluations are
an effective control mechanism for monitoring internal controls.

Current Status: Resolved. The City code has been amended to fit the current evaluation
practices.

05-2 Cash Management

Finding: Requests for reimbursements of grant expenditures have not been submitted in a

_timely manner.

Current Status: Requests for reimbursement of grant expenditures have not been submitted
in a timely manner. See current finding 06-2.

Findings and Questioned Costs - Federal Award Programs

05-3  Suspension and Debarment

" Finding: Compliance with Department of Transportation, CFDA No. 20.106 guidelineé

requires that no purchases be made or contracts entered into from vendors or contractors
that have been suspended or debarred. Internal controls should be designed so that grantees
verify, in advance, that certain vendors or contractors have not been suspended or debarred.
Program staff and project managers were unaware of the requirement for the verification
and no policy or internal controls are in place to ensure this requirement is met.

Current Status: Resolved. Airport grant staff and consultants have been made aware of
compliance requirements and have adequately complied with applicable verifications.

11
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PROVO CITY CORPORATION
Summary Schedule of Prior Audit Findings (Continued)
Year Ended June 30, 2006 -

05-4 Management Risk Assessments

Finding: In evaluating the internal control over federal funds, it was identified that
management risk assessments have not been completed in any area of compliance over
federal funds.

Current Status: Resolved. The City has established a committee to evaluate the City’s

internal controls and risk areas. This committee has provided training among various
departments to help mitigate potential risks.
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Hansen, Bradshaw, Malmrose & Erickson
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CERTIFIED PUBLIC ACCOUNTANTS

559 West 500 South
Bountiful, Utah 84010
801-296-0200
Fax 801-296-1218

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON
STATE OF UTAH STATE LEGAL COMPLIANCE BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Members of the City Council and Mayor
Provo City Corporation, Utah

We have audited the basic financial statements of Provo City Corporation, Utah (the
City) for the year ended June 30, 2006, and have issued our report thereon dated
November 3, 2006. As part of our audit, we have audited the City’s compliance with
the requirements governing types of services allowed or unallowed; eligibility;
reporting; special tests and provisions applicable to each of its major State assistance
programs as required by the State of Utah Legal Compliance Audit Guide for the
year ended June 30, 2006. The City received the following major State assistance
programs from the State of Utah:

B & C Road Funds (Department of Transportation)
Airport Improvements (Department of Transportation)

Our audit also included testwork on the City’s compliance with those general
compliance requirements identified in the State of Utah Legal Compliance Audit
Guide, including:

B & C Road Funds

Other Compliance Requirements
Impact Fees :
Uniform Building Code Standards
Purchasing Requirements

Asset Forfeiture

Cash Management

Budgetary Compliance

Truth in Taxation and Property
Tax Limitation

Liquor Law Enforcement

Public Debt

The management of the City is responsible for the City’s compliance with all
compliance requirements identified above. Our responsibility is to express an
opinion on compliance with those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether material
noncompliance with the requirements referred to above occurred. An audit includes
examining, on a test basis, evidence about the City’s compliance with those
requirements. We believe that our audit provides a reasonable basis for our opinion.

13
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The results of our procedures disclosed an immaterial instance of noncompliance
with the requirements referred to above, which is described in the accompanying
Schedule of Findings. We considered this instance of noncompliance in forming
our opinion on compliance, which is expressed in the following paragraph.

In our opinion, Provo City Corporation, Utah complied, in all material respects, with
the general compliance requirements identified above and the requirements
governing types of services allowed or unallowed; eligibility; reporting; and special

tests and provisions that are applicable to each of its major State assistance
programs for the year ended June 30, 2006.

%l[ﬂ/ﬂf&t/l, Bradohaur, blmiose  Erileen, pC.

November 3, 2006
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Requirement/Program

1. Fund Balance

PROVO CITY CORPORATION
Schedule of Findings - State Legal Compliance
Year Ended June 30, 2006 '

Current Year Findings

Finding: Unreserved fund balance in the General Fund can be up to
18% of the budgeted revenues of the fund. At June 30, 2006,
unreserved fund balance is 25% of 2006-2007 budgeted revenues.

Recommendation: The City should amend the current year budget as
necessary and appropriate the excess fund balance.

Management’s response: Administration and Finance staff has met
with the Council to discuss uses of the excess fund balance in the
General Fund. The Council plans to transfer the remaining excess
over 18% of budgeted revenues to the General Capital Improvement
Fund. The Council will consider using the funds for various
projects throughout the City.

Anticipated implementation date: December, 2006
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CORRECTIVE ACTION PLAN
November 28, 2006

Provo City Council

Provo respectively submits the following corrective action plan for the year ended June
30, 2006.

The findings from the “Schedule of Findings and Questioned Costs” are listed below.
With each finding is a discussion of a corrective action plan and anticipated completion -
date.

The findings below are numbered consistently with the numbers assigned in the schedule. -

Finding 06-1 Finance Department Oversight of Accounting for Redevelopment and
Housing Programs
Name of contact person: John Borget, Director of Finance

. Paul Glauser, Redevelopment Director
Corrective action planned:

. The Finance Department and the Redevelopment Department will work together to

integrate the Federal reporting system, detailed loan files and the current financial system
of the City. Employees from the Finance department will receive training in federal
program reporting. Finance will provide training in governmenial accounting to the
Redevelopment staff. -

Anticipated implementation date: March, 2007

Finding 06-2 Cash Management
Name of contact person: John Borget, Director of Finance

Paul Glauser, Redevelopment Director
Corrective action planned:

- The finding refers specifically to a group of 2006 HOME grant receivables totaling

approximately $ 300,000 for which no reimbursement had been requested at the time of
the audit.

Anticipated implementation date: Since the audit, this reimbursement has taken place and

* the staffing issue which led to the finding has been resolved. Ii should also be noted that
- the Redevelopmént Agency processed five other HOME reimbursements throughout

FY2006 totaling $1,526,000.
If the City Council has questions regarding this plan, please call John Borget at 852-6504.

Sincerely yours,

ohn Borget
Finance Director
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